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MORAL INTEGRITY DETERIORATED UNDER A POLICE STATE 
By GENERAL LUCIUS D. CLAY, former American Military Governor in Germany 
Delivered before the United States Senate, Washington, D. C., May 17, 1949 


R. President, honorable Members of the Senate, I 

think you will understand that today, when a soldier 

returns home after having tried to do his duty, it is 

difficult indeed for him to find words to express the deep grati- 

tude which he holds in his heart. | know that in permitting 

me to be here today you are animated by a desire to express 

a feeling of satisfaction with the men and women of the 

occupation forces in carrying out American policy in Germany, 

and that, also, it is a tribute to the men who flew the airlift, 

subjecting themselves to hazards of weather and of minimum 

ifety conditions which led to a number of them giving their 

lives in the effort to sustain the city of Berlin. I think that we 
can measure their work well. 

It would be impossible in a few minutes to summarize the 
events of the past + years in Germany. For 2 years the United 
States, both in international conferences and within Germany, 
devoted its every effort to live up to the international agree- 
ments which called for a four-power rule of Germany. In 
those 2 years we found that there was no common ground 
then existing for agreement. While we had joined with others 
in exacting security measures which would prevent Germany 
from again being an aggressive nation, while we fully in- 
tended that Germany would pay the costs thus exacted, we 
always had as a constructive purpose the effort to redirect 
these 65,000,000 people into a democratic way of life in which 
they could again be received inio the comity of nations. 

We failed, but perhaps in that failure came our greatest 
success, because as a result we realized that the free nations 
of the world had to be given support and encouragement so 
that they could again raise their heads and prevent the inroads 
then being made by forces which believe in the rights of the 
state being superior to the basic rights of the individual. 

‘The climax in this struggle came when it appeared certain 
that with our aid European recovery would take place, and 
that Germany would be included in the program for Euro- 
pean recovery, which was designed to bring the free nations 


of Europe not only into a common economic effort, but into a 
general program which would make possible freedom of the 
individual. 

The threat of that program led to a blockade of Berlin. 
Technical difficulties, currency reform, and even other reasons, 
were alleged to be the cause of the blockade. Primarily it was 
designed to retard European recovery, to force the Allied 
Powers from Berlin, and to recreate the conditions of fear 
which are the only conditions under which a police state can 
be created. 

Even with that decision made, there still remained a feeling 
of fear among the western European nations who were Ger- 
many’s neighbors, and who remembered well Germany’s part 
in aggressive war. Therefore it was not until we had entered 
into a common security pact with these nations that fear be- 
came allayed, and that our Secretary of State, in a few hours 
of conference, was able to agree on a clear-cut, well-defined 
program to be supported by Great Britain, France, and the 
United States, which would lead to the establishment of demo- 
cratic government in Germany, which could be accepted into 
the European concept as rapidly as Germany’s neighbors were 
prepared to accept her into that concept. 

‘The German people responded to this magnanimous ges- 
ture of the three western powers, and through their parlia- 
mentary council quickly adopted a constitution which guaran- 
tees free electoral processes and which is devoted to reestablish- 
ing in Germany the dignity of man. 

At the risk, perhaps, of saying something that sounds senti- 
mental, I wish to recall two personal incidents. Almost + years 
ago, in early August of 1945, the American flag was raised 
over our headquarters in Berlin in the presence of the Presi- 
dent of the United States. At that time in a short and simple 
speech he said that out of victory we had no desire for terri- 
torial or material gain; that the United States wanted only a 
world in which there could be peace and freedom. 

I saw the people of Berlin, two and one-half million strong, 
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have their second choice, their second opportunity to choose 
freedom, and this time they did not repeat the error they first 
made. They decided that they would live by airlift; that they 
would undertake the discomforts of a cold winter without 
electricity and with employment for only a few. They had 
decided to cast their lot with those who loved freedom. I 
think that perhaps the example which they have set may 
indeed become an example for all of Germany. 

As I said a few minutes ago in the House of Representatives, 
it is impossible either to forget or to forgive Germany for 
what she has brought upon the world, but it is also unfair to 
hold forever against 65,000,000 people the fact that their 









moral integrity deteriorated under a police state. I have seen 
the police state at close hand for four years, and I can testify 
how difficult indeed it would be for a people once under its 
control to raise their heads and voices for freedom. 

Sunday, two days ago, I saw my last retreat in Berlin. I 
watched our flag being lowered, in the full knowledge that 
it would be raised again on the following morning. I felt that 
in these four years it had become a symbol of firm justice and 
not of oppression, of a rule of law, but not arbitrary ‘law, and 
that indeed it had become to millions of people not of our 
land the same symbol of freedom and of the dignity of man 
that it is to us. 


The Menace to Peace 


“OVERCONFIDENCE IN ATOM BOMB MAY BE FATAL” 


By WILLIAM C. BULLITT, former United States Ambassador to France and Russia 
Delivered at a Joint Session of the Texas Legislature, Austin, Texas, April 27, 1949 


OUR invitation to me to address you today I value as 

an exceptional honor. For Texas is both a great State 

and a great state of mind, — the state of mind of men 
who know that the good life is the free life, that the adventure 
of life is in striving, making mistakes, striving again, and 
bending circumstances by human will. 

In these days of atomic energy and jet planes, history has 
become the biography of the impossible. Texans — from Sam 
Houston to Jesse Jones — have always known they could 
accomplish the impossible. And if we are to bring to fulfillment 
the promise of American life, in spite of the enemies who are 
striving to destroy us, it will be because we, as a nation begin 
to act with the spirit which is yours in Texas. 

What is the threat that we face today ? 

The Soviet Government is directing all the forces of world 
Communism toward the objective of conquering not only 
Europe, Asia, Africa and Latin America but also the United 
States. Stalin, like Hitler, will not stop. He can only be 
stopped. We can not get off this earth. Therefore, we shall 
have to stop him or submit to his rule. Our forefathers came 
to this continent because they would submit to no master but 
God. We will not submit to Stalin. 

What then lies before us? War? 

Our chance to preserve our freedom without fighting has 
decreased each day since the close of the Second World War. 
We never had a chance, of course, to achieve lasting peace by 
appeasing Stalin. The Communist Creed demands the installa- 
tion of Communist dictatorship throughout all the world. And 
Stalin embraces a free country in pretended friendship only in 
order to get close enough to strangle it. 

We did have a chance during the war, when the Soviet 
Union was dependent for survival on Lend-Lease aid, to make 
certain that the countries we were liberating from the Nazis 
and the Japanese would not be enslaved by Stalin. But we did 
not use our power while we had it, and Stalin mounted the 
saddles of both Hitler and the Japanese militarists. 

We had a chance also at the close of the war to build up 
throughout the world such moral and physical force against 
Soviet Imperialism that Stalin would have stopped his ag- 
gressions in fear. But our government was still wandering, 
like Alice, in a wonderland created by Communist propaganda: 
a wonderland in which the Soviet Union was a “peace loving 
democracy” and the Chinese Communists were “‘mere agrarian 
reformers’ who had no connection with Moscow. So we threw 
away most of the arms we had manufactured — at consider- 





able cost — and destroyed the arms we had captured, and de- 
mobilized, and waited for the United Nations to bring us 
peace. 

Meanwhile, Stalin clamped a stranglehold on 120 million 
Europeans, and set out to conquer Asia. Our Government did 
not wake up till he threatened to invade Turkey. ‘Then it 
began to realize that it must do something to prevent him from 
taking over the Near East and the rump of Europe which 
was still outside his grasp. But it did not awake sufficiently 
to make the small effort which was then necessary to prevent 
his conquest of China. In consequence, Stalin has grown so 
strong that it will no longer be easy to build up the over- 
whelming force necessary to convince him that he had better 
not, at some future date, risk war. And it will certainly be 
impossible if we leave the initiative in the cold war in Stalin’s 
hands. No war — hot or cold — was ever won by defensive 
action. Yet we are leaving the offensive to Stalin. 

Today, using his Chinese accomplices as instruments, Stalin 
is conquering China. The Chinese nationalists, our friends, 
the same men who fought as our allies against the Japanese, 
abandoned today by us, are still fighting a desperate fight to 
preserve the independence of their country. And our Govern- 
ment is saying that we must sit by and watch Stalin add 450 
million Chinese to his war potential. 

The most conspicuous triumph of Soviet psychological war- 
fare has been the gradual perversion of American policy toward 
China. Roosevelt and Hull rightly believed that control of 
China by a Power which might become hostile to us would 
constitute such a threat to the security of the United States 
that we must prevent it — by war if necessary. On the basis 
of that conviction we got into the Second World War. And 
our fighting men by defeating Japan won for us what might 
have been security on the Pacific side. But the 1941 policy 
of Roosevelt and Hull has been reversed, although the Com- 
munist threat to our country is far more dangerous than the 
Japanese threat ever was. We are allowing a Power which is 
hostile to us to conquer China, and thus we are making certain 
the coming of Third World War. 

Moreover, we are doing this in spite of the fact that no 
ranking American General has been able to devise any method 
by which we could compel the Soviet Government to sur- 
render if the 450 million Chinese should be added to the Soviet 
war-potential. We could destroy Russian cities with the atomic 
bomb; but the idea that the Russians would sue for peace if 
we should destroy their major cities is illusion. They are made 
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of tougher stuff than that, and they would continue to fight 
even though they might have to retreat into the wilds of 
Siberia and China, 

‘The confidence of Americans in the atomic bomb is begin- 
ning to resemble the confidence of the French in the Maginot 
Line. Many Americans believe that because we have the bomb 
we are certain to win a war against the Soviet Union. That is 
not true. We would run into great difficulties with Soviet 
fighter planes in our attempts to deliver the bomb, and it is 
not an efficient weapon against dispersed bodies of men. Unless 
we are more exact in our thinking, our overconfidence in the 
atomic bomb may .become as fatal to us as overconfidence in 
the Maginot Line was to France. Without Chinese allies, or 
a new weapon of mass destruction as deadly. to groups of men 
as the atomic bomb is to cities, we would not have the men 
or the means to root the Communists out of Siberia and the 
Far least. We have no such new weapon, and we are permitting 
Stalin to make the Chinese his allies. 

ne of the healthiest traditions of our country is that when 
a General loses an army or a division through incompetence 
he is court martialed. But the officials of the Department of 
State lose whole countries and even continents through incom- 
petency, and receive not dismissals but promotions. We are 
today in a struggle not for security but for survival. We owe 
that bitter fruit of our victory in the Second World War to 
the men who based our foreign policy on the lie that the Soviet 
Union was a “peace loving democracy” and the brother lie 
that the Chinese Communists were mere “‘agrarian reformers” 
who had no connection with Moscow. The State Department 
and the Foreign Service are still rancid with those men. 

‘They are now advising our President that we should wash 
our hands of China — in spite of the fact that the Chinese 
Communist leader Mao Tse-Tung announced on the third of 
this month that Communist China would fight as the ally of 
the Soviet Union against the United States. Our President 
can try to wash his hands of China but he can not wash them 
clean. Unless we oppose Communist conquest of China we 
assent to it. And our children will face assault by over- 
whelming masses of Communist-driven slayes. Pontius Pilate 
washed his hands but the world has never forgiven him. His- 
tory does not forgive craven evasions — whether by Roman 
Governors or American President. 

China is the key to all Asia. If China goes, Indo-China, 
Siam, Burma, the Malay States and Indonesia will fall into 
the hands of the Communists. India will be at Stalin’s mercy, 
and the Japanese who depend on Asia for raw materials and 
food, and markets for their products, will know that they 
can become self-supporting only by crawling under Stalin’s 
iron curtain and making their country a Soviet satellite. The 
Japanese and many other Asiatics are already beginning to 
say that to be a friend of the United States is too dangerous. 
Our present policy in Asia is defeatism — scuttle and run. 
We are in full retreat —in abject flight —and Stalin is 
advancing triumphantly. 

But Europe — can we not congratulate ourselves on our 
European policy? Have we not seized the initiative in Europe 
from Stalin? We have not. Our policy in Europe is not deadly 
to our national interests, as is our policy in Asia. It is now, at 
last, on the right line. But it is weakly right. And in inter- 
national affairs to be weakly right is often as fatal as to be 
absolutely wrong. 

We have concluded a North Atlantic Pact — three years 
late. But the North Atlantic Pact is a frame without a picture; 
an excellent idea without substance. It will have substance 
when the European democracies are once more able to free 
themselves and defend themselves without doles from the 
American taxpayer. Our Congress voted ECA aid to. Europe 
as a great gift to end the need for further gifts after 1952. 








But our European friends have already informed us that they 
will need some billions of dollars annually in gifts from us 
even after 1952. And they have also informed us that they 
cannot pay for their essential rearmament. Today they have 
only six divisions armed to meet a possible assault by the Red 
Army. They would need from forty to sixty divisions, armed 
in the most modern manner, to have a chance of preventing 
the Red Army from marching to the Atlantic. The cost of 
Western European rearmament will run to at least twelve 
billion dollars, 


Who is going to pay that sum? The American taxpayer ? 

It is clear today that the Western European democracies 
will never be able to feed and clothe themselves and defend 
themselves unless they introduce efficient standardization and 
specialization of production of the sort we have in America. 
But fully modernized production with large volume and low 
costs cannot be achieved anywhere without the existence of 
a broad market in which products can be sold without barriers 
or restrictions. The states of Western Europe are separated 
by tariff barriers, quotas, export and import licenses, different 
currencies and exchange restrictions. If our forty-eight states 
had been thus separated, we should never have been able to 
develop our effective mass production system. The markets 
open to the individual European democracies are not broad 
enough to permit fully modernized production. Unless they 
will, by some form of union or federation, break down the 
barriers which now obstruct the flow of goods, manpower and 
capital among them, they will not be able to support themselves 
without annual doles from the American taxpayer — and they 
will not be able to carry more than a small fraction of the 
cost of their military defense. 


The individual states of Western Europe cannot survive 
as disunited competitors, but if they unite themselves freely 
as members of a federation they may be able to avoid being 
united forcibly by Stalin. To attempt to build the economic 
prosperity and the defense of Western Europe without laying 
the foundation of European federation, is to attempt to build 
a skyscraper on quicksand. That is what we are doing. 

In consequence, the Soviet Government is confident that 
the problems of European economic life and defense will not 
be solved, and that we, by attempting to carry the burden of 
rehabilitating and rearming Europe, will produce in our own 
country an inflation which will hit all Americans so hard 
that we shall begin to quarrel among ourselves — farmers 
against city dwellers, employees against employers, race against 
race — until we lose our national unity and our will to resist. 
The Soviet Government, therefore, has no fear that time is 
running against it in Europe. And nothing short of the cre- 
ation of a European federation — including Western Ger- 
many — and the rapid rearmament of Western Europe will 
put us in position to wrest the offensive in Europe from Stalin. 


To take the political offensive in Europe, we shall in addi- 
tion have to deal successfully with the problem of the Com- 
munists in Western Europe. Today, about one out of four of 
the French votes Communist, and about one out of four of the 
recruits taken into the French Army is a Communist sympa- 
thizer. The head of atomic research in France is an open and 
avowed member of the Communist Party. And the French 
Communists have announced that they will fight on the 
Soviet side against their own country in case of war. In Italy 
about one out of three voters votes Communist. We shall not 
be able to have much confidence in either the economic or the 
military strength of France and Italy until Stalin’s Fifth 
Columns are eliminated from those countries. ECA has pre- 
vented conquest of France and Italy by the Communists — it 
has arrested the growth of the Communist cancer, it has not 
eliminated the cancer. But a healthy France and Italy are 
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essential if Europe is to survive, and if we are to take the 
political offensive on a broad scale in Europe. 

Is there any place in Europe where we can seize the initia- 
tive now? Yes: Berlin. 

We have been so proud — and rightly proud — of our avia- 
tors who have been supplying Berlin by air that we have 
almost forgotten the daily insult which the Russians inflict 
on our country by preventing us from using the ground 
approaches to Berlin. We have a right to supply our section 
of Berlin by train or truck. The Russians daily forbid us 
to exercise that right. If you were to go home tonight and 
find a thug on your doorstep, who threatened to slug you if 
you went in vour front door, and if you were then to get a 
ladder and climb in a second story window, and if you were 
to repeat that humiliating performance night after night, you 
would not be likely to boast of your cleverness and courage in 
finding a way to get into your house. That is our situation in 
Berlin. No praise is too high for our aviators who carry on 
the air lift in spite of fog and storm. But no praise at all is 
due to our political leaders who let that situation continue 
month after month. 

Would Stalin order his troops to shoot if we should send 
a truck convoy into Berlin? He might if he were very foolish. 
But he has not been foolish in the past. And he knows that 
war today would prevent him from adding the races and 
resources of Asia to his war potential, and prevent him from 
getting the atomic bomb before attacking us. He also knows 
that he is increasing the armed might of the Soviet Union and 
its satellites at a far faster rate than we and the European 
democracies are increasing our means of defense. We are 
spending all we can on armaments — while living at the 
world’s highest standard of consumption and contemplating 
further expenditures for welfare benefits. Stalin is keeping the 
standard of existence of the people of the Soviet Union and 
the satellite states at the lowest endurable point — while 
turning all their best energies into production for war. He is 
working feverishly to increase his air force. He already has 
hundreds of copies of our efficient long-range bomber — the 
B-29. And he is beginning production of bombers with even 
greater range. He is striving with every resource he possesses 
to manufacture an atomic bomb. Our experts estimate that he 
will have an atomic bomb by 1952 and that he will have quan- 
tities by 1956. He is sure that time is running in his favor, 
and he is not likely to risk war now. 

This is a moment when we can afford to be bold. Indeed, it 
is a moment when we cannot afford not to be bold. For it is 
true that we are allowing time to run in favor of the Commu- 
nists. Yet there is no indication in the recent statements of 
our State Department that our Government will act intelli- 
gently, vigorously and rapidly in either the Far East or Europe. 


What can we do about it? We cannot lead our leaders but 
we can drive our leaders by arousing public opinion. 

The Legislature of this great State of Texas — you gentle- 
men here present — have it in your power to create such a 
public opinion. You can do your part in this time of cold 
war as Texans always do their part when the shooting starts. 
You can pass resolutions telling our national leaders that you 
will not consider them good stewards unless they diminish 
the burden on our own country, and increase Europe’s chance 
to survive, by bringing about the creation of a European fed- 
eration. You can demand that they throw out of the State 
Department and the Foreign Service the men whose records 
show that they have helped to bring our country into its 
present peril. You can tell them that you will hold them re- 
sponsible if, by allowing Stalin to control China, they throw 
away all that was won for us by our men who fought and 
died in the Pacific. You can demand that we furnish officers 
to help the Chinese nationalists to organize a last ditch de- 
fense, which would be also in the final analysis, a defense of 
the United States; that we furnish planes, arms, munitions 
and silver for troop pay; that we stop Stalin — not in Alaska 
or California or Texas, but where he stands today. 

We are in fact already in a war in which there is ,.o dis- 
charge. But if our situation is serious, it is also thoroughly in- 
spiring. We live by the belief expressed in our Declaration of 
Independence that men are “endowed by their Creator with 
certain unalienable rights,” that man as a son of God is an end 
in himself, that the State is a tool of man, a means not an 
end, and that man is responsible for the moral behavior of 
the State. The Communist Creed is the exact reverse of this 
American doctrine. It teaches that there is no God, that there 
is no moral law, that the Communist State is above all moral- 
ity, that the State is man’s master not his tool, that man is not 
an end in himself but a means to produce world conquest for 
the Communist State. And the Communists are determined 
to force us to accept the life of fear and slavery which is 
produced by their doctrine. 

From Eastern Germany to China, men have already learned 
the terrible truth of William Penn’s words: “Those people 
who are not ruled by God will be ruled by tyrants.” And we 
too shall learn that terrible truth in the sweat of slavery, 
unless we arouse ourselves now and say to our government 
that we do not ask for privileges but for duties; that we do 
not want to hear what we can get from our country, but we 
do want to hear what we can give to our country; that we 
know an American is a free man or he is nothing; that we, 
like our forefathers, are ready to face without flinching what- 
ever fate the Lord God may bestow, ready to give all that we 
have and all that we are to defend the greatest adventure in 
human freedom that this earth has known — our America. 


Economic Policy and the ITO’ Charter 


A WORLD TRADING SYSTEM 
By DEAN ACHESON, United States Secretary of State 
Delivered before the National Convention of the U.S. Chamber of Commerce, Washington, D.C., May 3, 1949 


HERE is a character in one of Moliere’s plays who 
wondered what prose was and then was surprised and 
delighted to learn that he had been speaking it all his 

life. 
The process of change in human relations is much like the 
speaking of prose. All of us are principals in the process of 
social change, but we seldom see ourselves in this flattering 


* International Trade Organization. 





light. Lacking the detached perspective of the historian and 
preoccupied as we are with the affairs of each day, we are 
often quite unaware of how different is the way we think, 
act, and react today from the way we did a few years ago. 
All of us in this country are aware, I think, that the con- 
ceptions and convictions that underlie our foreign policies 
have undergone a momentous transformation in the last dec- 
ade. Certainly we have had to cast our economic thinking in 
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a new perspective and to see the economic, political, and social 
factors in relation to the whole pattern of international life. 
We have come to realize more clearly than ever before that 
foreign economic policy is not made in a political vacuum. It 
is hardly possible any longer to draw a sharp dividing line 
between economic affairs and political affairs. They are re- 
lated and interacting. Each complements and supplements the 
other. They must be combined in a single unified and rounded 
policy designed to serve and advance the national interest. 

As businessmen, you are naturally most interested in those 
aspects of foreign policy that affect business conditions. There- 
fore I shall speak chiefly of some of the major elements of our 
foreign economic policy. I also shall necessarily refer, rather 
briefly, to some of our essential political objectives. They have 
a definite and obvious connection with the European Recovery 
Program, for example. All are closely related to the other ele- 
ments of our foreign policy. All are parts of an integrated 
whole. Each is vital. 

Our course of action in the last decade has been based on 
two perceptions growing out of the tragic events which have 
shaken and bled the world in our generation. We saw, first, 
that freedom and aggression do not mix; that where a ruler 
would enslave his neighbors, he must first enslave his own 
people; and, accordingly, that the cause of peace is served by 
the defense of popular governments and the institutions of 
freedom. Secondly, we learned the bitter lesson that freedom 
does not thrive and may even wither and die under the stress 
of economic privation and crisis, especially where its roots are 
shallow. 

We sought an answer to both those problems in the United 
Nations. The charter pledges the member nations to strive to 
secure their people against both the scourge of war and the 
curse of material want. The Security Council has the primary 
responsibility for maintaing the peace. The improvement of 
the living conditions of the world’s peoples is the task of the 
Iconomic and Social Council and the specialized agencies. 

‘The obstruction of the Soviet Union, the aggressive con- 
spiracy of the Communists of all countries, and the unex- 
pectedly serious difficulties of reconstruction prompted the 
United States to take additional measures. We went directly 
to the aid of Greece and Turkey. We undertook the European 
Recovery Program. 

Developments in Europe since the end of hostilities pro- 
vide a classic example of the interrelation of economics and 
politics. The free nations of Europe had to regain their eco- 
nomic health in order to resist the encroachments of Commu- 
nism, Yet the gathering momentum of recovery, given impetus 
by American aid, was endangered by the mounting sense of 
insecurity against armed attack. The North Atlantic Treaty 
would allay that fear and free the people of Western Europe 
to devote their full thought and energy to the valiant effort 
to achieve recovery. The security value of the treaty would 
be measurably increased by the provision of American mili- 
tary assistance to build u> the security forces of Western 
europe. Yet this military a. istance must be provided in such 
a way that it will not detract from the progress of economic 
recovery. 

| think the forces of freedom and democracy are entitled 
to draw encouragement from the recent trend of events in 
Western Europe. Since the beginning of the European Recov- 
ery Program, totalitarianism in Western Europe has made no 
advance. In every important election in this area, the people 
have clearly manifested their support of constitutional gov- 
ernment. Communist efforts to impede recovery have been 
defeated by vigorous governmental action, notably in France 
and Italy. Labor has become increasingly aware of the dan- 
gers of Communist agitation. Increased production and finan- 
cial stability have been stimulated by renewed hope and con- 


fidence in the future. Hope and confidence in turn have been 
augmented by economic recovery. The effects of this marked 
improvement, both in morale and in actual living conditions, 
are being felt throughout Western Europe, and beyond. 

Yet it would not be prudent to content ourselves merely 
with the success achieved thus far. We must press forward 
vigorously to the realization of our immediate objectives. We 
must go further and devise means for consolidating the gains 
now being made and for extending them into the future. 

It is not enough merely to perpetuate the free institutions 
of the western world. They must be increasingly developed 
and made to yield greater benefits for all the members of the 
human society they are designed to serve. It is not enough 
to increase the productivity of the individual economic systems 
of the countries that make up the western community of na- 
tions. Means must be found to assure the adequate and equi- 
table distribution of the material things that make for a better 
life, so that the peoples of this community and the world can 
share in the benefits that accrue from the common effort. 

The fabric of the world economy, of industry, finance, and 
commerce must be restored. But even that is not enough. We 
know that at its pre-war best, world production and world 
trade were not adequate to meet the basic needs of human 
society. We can be sure that the masses of people will no 
longer be satisfied with half a loaf. 

An affirmative approach to the solution of world economic 
problems is an imperative need of our times. The United 
States Government has taken the lead in developing such an 
approach. 

While providing the necessary emergency aid, we have per- 
sistently pursued a long-range international economic pro- 
gram. We look forward to the day when the differences be- 
tween doing business abroad and doing business at home will 
be much less than at present — when currencies will be gen- 
erally stable and convertible, trade and travel subject to only 
moderate restraints, and investment subject to fewer risks. To 
these ends we have been promoting currency stabilization ; we 
have been negotiating trade-barrier reductions; we have been 
negotiating simplification of travel arrangements; we have 
been negotiating treaties and agreements covering investments, 
commerce, transport, and communications; we have been 
working on a plan to increase the flow of technology, and we 
have been working in the United Nations and its specialized 
agencies in a wide variety of fields. Most particularly, we 
have been working in that oldest and most important field 
of economic relations among nations — trade. 

We have continued our established and effective policy em- 
bodied in the Reciprocal Trade Agreements Act. The useful- 
ness of this principle was greatly extended by means of the 
General Agreement on Tariffs and Trade concluded by 23 
of the world’s leading trading nations, in 1947. A further 
extension is expected to result from the negotiations now in 
progress at Annecy, France, between these countries and 11 
others. 

The capstone of the economic structure we are seeking to 
erect is the charter of the International Trade Organization, 
which President Truman submitted to the Congress last week 
for ratification. I should like to talk with you about the 
purposes and principles of the charter. 

The ITO charter was drawn up by more than 50 nations 
which were represented at the United Nations Conference 
on Trade and Employment at Habana, in the winter of 
1947-48. The Habana conference was the culmination of at 
least five years of active planning and preparation by our gov- 
ernment and the governments of many other countries. When 
the Conference adjourned, it had produced the most compre- 
hensive international economic agreement ever negotiated. 

The goal of the ITO charter is the realization of higher 
levels of material well-being through the expansion of inter- 
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national trade. For most countries in the modern world, the 
existence of an efficient trade mechanism is virtually an indis- 
pensable condition to economic advancement and the achieve- 
ment of tolerable standards of living. It is only through such 
a mechanism that each country is able to specialize in the 
production of the goods which it can make most effectively 
and to exchange its output for the goods which other coun- 
tries are better equipped to make. Where no such mechanism 
exists, or where it functions erratically and unevenly, the 
inevitable result is the partial breakdown of specialization, 
the reduction of the world’s output, and the growth of eco- 
nomic discontent. An efficient world trading system is thus a 
powerful device for helping others, and ourselves as well, to 
acquire the material means to a better life. 

The ITO charter seeks in two ways to create an efficient 
and expanding world trading system. First, it lays down a 
detailed code of rules of fair practice to govern the foreign 
trade policies of member nations. The main objectives of these 
rules are the elimination or reduction of a wide variety of 
trade barriers, imposed mainly by governments, and the tak- 
ing of positive action to deal with difficult problems. Second, 
it provides for the establishment of an International Trade 
Organization within the United Nations family, to administer 
the detailed rules of the charter and to serve as a forum for 
the international consideration and solution of trade policy 
problems. 

Not only is the ITO charter the most comprehensive inter- 
national economic agreement ever reached; in quite another 
sense, it reflects a remarkable achievement in fruitful inter- 
national cooperation. The delegates of 56 nations went to 
Habana with so great a diversity of interest and outlook that 
Cassandras all over the world had buried the Conference 
before it was born. Some countries were committed to the 
principle of private enterprise, others to varying degrees of 
socialism or state control ; some were economically backward, 
and others advanced; some were creditors, and others were 
debtors ; some were producers of primary products, others were 
producers of manufactured goods; some had deficits in their 
balance of payments, others had surpluses. 

The Conference succeeded, however, because the delegates 
recognized that their common interest in the expansion of 
world trade eclipsed their numerous differences in matters of 
detail. By a slow process of negotiation, accommodation, and 
mutual give and take, the Conference finally reached common 
ground on every major issue before it. 

At the Habana conference the delegates showed great wis- 
dom when they pursued the cooperative effort beyond the plati- 
tudinous stage. They rejected the easy temptation to conceal 
their disagreements by writing only a brief statement of gen- 
eral principles and objectives. Such a statement would have 
accomplished little or nothing of value, for each country would 
have been free to interpret such a loose agreement to sanction 
whatever it wanted to do. Instead, the Conference persevered 
in the harder but more fruitful course. The ITO charter, 
because it is detailed, is also more precise and more readily 
enforceable than it otherwise would have been. 

The ITO charter could never have been successfully nego- 
tiated if the delegates at Habana had not had the good judg- 
ment to-ignore the disruptive counsels of extremists. Some per- 
sons wanted a trade organization endowed with the power to 
veto domestic economic policies of its members. The United 
States could obviously not have joined an organization which 
asserted the right to veto our domestic agricultural aid pro- 
gram, nor would other countries allow an international body 
to exercise the right of veto over their domestic capital develop- 
ment programs. The charter, as it stands today, does not au- 
thorize the trade organization to intervene in the domestic 
economic policies of its members. 





Other persons wanted the charter to prohibit direct govern- 
mental participation in international trade through state trad- 
ing agencies. Happily, this disruptive advice was ignored. The 
United States and other nations which maintain state trading 
agencies to handle certain types of commerce could obviously 
not have accepted such a prohibition. Instead the framers of 
the charter took the wise course of laying down rules to gov- 
ern the conduct of state trading and to prevent the abuse of 
this instrument. 


Then there were the global planners who wanted the trade 
organization empowered to plan and direct international 
trade. But this proposal was wholly inconsistent with the main 
objective of the charter, which was to reduce and restrict gov- 
ernmental controls over trade, not to broaden and extend 
them. The Habana conference, of course, rejected the plan- 
ning proposal. The charter does not empower the trade organi- 
zation to tell any country where, what, or when it shall buy 
and sell, or how much it shall pay or charge. 

Neither does the trade organization have the power to 
impose any specific form of economic system on any country. 
We in the United States, of course, are wholeheartedly de- 
voted to free enterprise and hope that other nations will 
realize the advantages of that system over all others. The best 
way to accomplish that objective is to demonstrate the merits 
of free enterprise in the open competition of world trade. The 
best way to win converts for our system is to prove in prac- 
tice that it is capable of outperforming its competitors, year 
in and year out. The Habana conference wisely took the posi- 
tion that a country’s form of economic organization is its own 
affair and that countries with different economic systems can 
cooperate to their mutual advantage in the field of interna- 
tional trade. 

Finally, there were the “all-or-none-ers,” perhaps better 
described as the “‘abolitionists.”’ The abolitionists felt that there 
was only one proper way to deal with a trade barrier, and 
that was to abolish it forthwith. Each type of trade barrier 
had its own abolitionist following. There was the tariff group, 
the preferences group, the import-quota group, the export- 
subsidy group, and others. 

Although the abolitionists sometimes differed among them- 
selves as to which type of trade barrier was most obnoxious, 
they all agreed that to reduce a trade barrier rather than to 
abolish it was to compromise with iniquity and to sanction 
malpractice. Better no charter, they felt, than a charter which 
merely reduces trade barriers. 

Now this position has a certain air of righteousness about 
it, which, for a period, seemed attractive to some of the Ha- 
bana delegates. Fortunately, they rejected the doctrine. They 
recognized what is perfectly obvious to most of us — that a 
world economy enmeshed for 20 years in a myriad of barriers 
and restrictions cannot be transformed into its opposite by the 
edict of a single international conference. ‘hey recognized also 
that there is no kind of trade barrier of which it. cannot be 
said that its use in particular circumstances, for particular pur- 
poses, or for a limited period, may be justifiable. What they 
sought to do—and they succeeded admirably — was to achieve 
the maximum curtailment of trade restraints, which was pos- 
sible in the circumstances, and to limit and circumscribe care- 
fully the future use of trade barriers by members of the 
organization. 

To these ends, the charter has a number of specific objec- 
tives. It seeks to establish the principle of nondiscrimination, 
with the minimum number of exceptions necessary to deal with 
current economic difficulties. It aims at the simplification of 
customs regulations and formalities. It seeks to achieve agree- 
ment among the members to work for the reduction of tariffs 
and the elimination of tariff preferences. The charter sets up 
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principles designed to subject state trading enterprises as nearly 
as possible to the same standards as those governing private 
enterprise. It provides means for limiting and eliminating the 
harmful effects of private international cartels. It specifies 
the conditions for making international commodity agreements. 

The charter provides for the establishment of conditions for 
foreign investment which will be fair both to the investor and 
to the country where the investment is made. It promotes the 
conditions most favorable for the economic upbuilding of un- 
derdeveloped areas. It encourages a high level of productive 
employment. 

The dramatic achievement of Habana was the formulation 
of the first comprehensive code of international law to govern 
trade policies. Just as the Congress of the United States has 
never passed a universally popular law, so there is no impor- 
tant rule in the charter which fully satisfies every country 
which was represented at Habana. But just as every State 
in our union recognizes that the immeasurable advantages of 
membership in our Federal system far outweigh the occasional 
defeats which it suffers in the Congress, so nearly every dele- 
gation at Habana saw that the loss involved in the concessions 
it had to make was eclipsed by the great gains of the charter 
as a whole. ‘The charter embodies the victory of the spirit of 
international cooperation over the dangerous and divisive atti- 
tude that no country should compromise its position on any 
issue in the interest of broad international agreement. 

No code of laws is worth very much without an authorita- 
tive body to interpret and administer it. This responsibility 
will be borne by the International Trade Organization, which, 
1 expect, will become one of the most active and important 
of the specialized agencies within the family of the United 
Nations. The organization will not only refine and clarify the 
detailed rules of the charter as it acts on the cases which are 


Economic Problems 


brought before it, but it will serve as well as a forum for the 
consideration of new trade policy problems as they emerge. 

It is interesting, and I think instructive, to speculate on 
what the course of trade-policy development would have been 
in the 1930’s if an International Trade Organization had 
existed in that period. In that unhappy era, as you will re- 
member, each country raised new and more onerous trade 
restrictions with hardly a thought of the consequences of its 
policies on other nations. But with every country seeking to 
export its troubles, none succeeded. All that was accomplished 
was the slow strangulation of world trade. The history of that 
period would have been different, I think, if each country had 
been required to state its intentions and answer criticisms 
before an international body. 

A few years hence, the world will be faced with trade policy 
problems which cannot even be foreseen, let alone dealt with, 
today. But the existence of a permanent international forum 
and a body of tested rules will assure that nations will act 
with full knowledge of the views and probable reactions of 
their neighbors. In these circumstances, it seems to me much 
more than a wistful hope that conciliation and compromise 
will supplant the economic artillery duels which characterized 
trade relations in the 1930's. 

The charter of the International Trade Organization is 
thus the beginning of law in the realm of world commerce and 
the vehicle for the growth of a spirit of mutuality and inter- 
dependence in trade relations. I know of no other road to the 
development of the kind of world trading system in which the 
world’s productive energies can be transformed into the 
highest levels of material well-being. 

The charter of the International Trade Organization is 
worthy of the support of all those who believe that peace and 
progress may be pursued by enabling the people of the world 
to secure the means to a better life. 


of Western Europe 


CONDITIONS NECESSARY FOR INCREASING AMERICAN PRIVATE INVESTMENTS 
By WINTHROP W. ALDRICH, Chairman, Board of Directors, The Chase National Bank of the City of New York, N.Y. 


S one who is familiar with the long history of the 
Pilgrims’ Society of Great Britain, | am of course 
aware of the tradition which has been established by 

you over the years of having as your guests a succession of 

distinguished citizens of my country. I am deeply sensible, 
therefore, of the honor which you have done me by the invi- 
tation to be with you here today. 

I have just arrived in London after a trip through Western 
Europe which included Italy, France, Holland and Belgium, 
and | have been greatly impressed by the degree of recovery 
which has been achieved in each of these countries during the 
two years which have elapsed since | last visited them. I have 
also made a brief stay in the American zone in Germany, 
and there I found that the results of the merging of the 
zones of occupation, the issuance of the new currency, and 
the commencement of the setting up of a new banking system 
for Western Germany, together with the assistance of Mar- 
shall Plan expenditures, have already had a substantial effect 
on the production and distribution of all sorts of goods, both 
for domestic consumption and for export. The increase in 
trade, both intra-European and between Western Europe and 
the rest of the world outside of the Iron Curtain, is most 
encouraging. These changes in the economic situation have 
brought about an improvement in the morale of the peoples 
of Western Europe which is very striking. 
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It is true that this rapid recovery has been to a large degree 
the result of the operation of the Marshall Plan. The expendi- 
tures under the Marshall Plan have, up to the present time, 
necessarily dealt with emergency conditions, but from now 
on it seems clear that these expenditures will result more and 
more in the reconstruction and modernization of plants, the 
improvement of transportation facilities, the greater produc- 
tion of power, and the making of such other capital invest- 
ments as will increase the production and distribution of 
goods and foodstuffs in Western Europe. These investments, 
which are the result of the operation of the Marshall Plan, 
should be of such character that they will not only contribute 
to the economic reconstruction of each country but will foster 
the eventual economic unity of Western Europe as a whole. 


In some quarters it is thought that the major purpose of 
the Marshall Plan is to bring about European economic unity 
within the operation of the Marshall Plan itself, that is to say, 
by the end of the year 1953, so that by that date multilateral 
trade and freely inter-convertible currencies shall have been 
established among the nations which are members of the or- 
ganization for European Economic Cooperation. | entirely 
agree that every effort should be made by the countries of 


Western Europe participating in *O.E.E.C. to approach these 


* Organization for European Economic Cooperation. 
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results as rapidly as possible, and that unless real progress 
has been made towards this end by the termination of the 
Marshall Plan, the Plan itself will be regarded as a failure. 
But I must confess that I do not believe that complete eco- 
nomic unity can be obtained among the nations of Western 
Europe in so short a period of time. 

There is no doubt that certain trade barriers can and should 
be removed at once, but we must remember that in the case of 
others, such as tariffs and quotas, it is dangerous to proceed 
too rapidly. It is inevitable, for example, that when substan- 
tial changes are made in tariff schedules, production will be 
increased in some places and reduced in others. As a result, 
labor will have to move from points where unemployment 
arises, or industry itself must move to points where labor is 
available. Dislocations such as this create an expensive and, — 
expressed in terms of human relations, — an extremely trying 
situation. The rate at which economies can be adapted to new 
circumstances is limited, and time must be allowed to carry 
out projects such as this if real hardship and unnecessary loss 
are to be avoided. On the other hand, no better opportunity 
will ever be found than that which is presented by the period 
of expanding investments under the Marshall Plan for the 
accomplishment of the desired results. It is my hope that in 
proceeding towards a more fully-integrated European economy 
the nations will act with promptness and determination, but 
with caution and in a manner which will allow time for the 
necessary readjustments. 

The same sort of comment is in order in connection with 
the problems of monetary stabilization. Those of us who are 
closely in touch with the situation often hear the question 
asked: ‘““When will this or that nation stabilize and free its 
economy ?”’ as if both results flowed from a single, instanta- 
neous act and could therefore be accomplished simultaneously. 
The fact is, as we have come to realize during the postwar 
period, that the task of bringing about conditions in which 
currency controls and other controls can be gradually relaxed 
and ultimately removed, requires in most cases one or two 
years, and where special difficulties are encountered it may 
require an even longer period. 

Of course, I recognize that in the case of Sterling, which is 
not only a national currency but one upon which large areas 
of the world are dependent as a medium of exchange in inter- 
national commerce, the time required for this process may be 
considerably longer. 

It would seem, therefore, that at the time when the Mar- 
shall Plan will come to an end the countries of Western 
Europe and their overseas territories and dependencies as a 
whole will still be faced with the problem of a very substan- 
tial annual dollar deficit in the exchanges if the standards of 
living of the countries of Western Europe are to be main- 
tained at their present levels. This deficit can be met in three 
ways: ; 

1) Increased exports to the United States from the coun- 

tries of Western Europe and their overseas territories. 


2) Increased travel from the United States to these coun- 
tries and territories. 


3) Increased United States investments in, or loans to, 
these countries or their territories. 


Increased exports to the United States will obviously de- 
pend upon the goods produced by Western European countries 
being of such character that the American market will absorb 
them, and upon the fact that the prices at which such goods 
are offered for sale in the United States are competitive, tak- 
ing into account the existing rates of exchange, with similar 
goods produced within the United States. Already we are be- 
ginning to see the difficulties with which Western European 
exporters will be faced in competing with domestic producers 





in the United States in a buyers’ market. These difficulties will 
be intensified as prices in the United States come down. The 
need for continuous study by the producers of Western Europe 
of the tastes and needs of American consumers will become 
more and more pressing as time goes on. 

It is equally obvious that increased travel from the United 
States in the countries of Western Europe is dependent on 
the transportation facilities and hotel accommodations that 
may be available from time to time, upon the maintenance of 
prosperity in the United States and upon the relative expense, 
again taking into account existing rates of exchange, of trav- 
eling abroad as compared with the cost of living in the United 
States. Here again the need for continuous effort to encourage, 
popularize and facilitate tourism throughout Western Europe 
is apparent. 

The question of increased United States investment in the 
countries of Western Europe and in their territories and de- 
pendencies deserves more careful analysis. In making this 
analysis I will deal only with private investors because it is 
impossible to foresee what further grants or loans may be avail- 
able from the United States Government or United States 
Governmental agencies when the Marshall Plan comes to an 
end. I am not unmindful of the fact that the World Bank 
may play a very important part in supplying American dollar 
loans in the post-Marshall Plan period, although it must be 
remembered that the World Bank itself is dependent for its 
dollar resources upon the investment market in the United 
States. 

The private capital in the United States available for in- 
vestment abroad is in the hands of three groups: 


1) Business enterprises, both large and small, which may 
desire to expand their activities in Western European 
countries or in their territories or dependencies. 


Commercial banks which are already engaged in financ- 
ing short-term self-liquidating transactions in the move- 
ment of imports and exports between the United States 
and Western Europe and which might be prepared to 
make short and perhaps even intermediate term loans 
to increase European or colonial production of goods 
for export to the United States. 


3) Individual investors who may be willing to purchase the 
securities of foreign enterprises issued under the auspices 
of investment bankers in the United States. 


This latter group is at the moment definitely skeptical 
of foreign investments and it will no doubt take a very 
considerable period of time before it will be prepared to 
make new investments abroad. 


2) 


In order that any one of these groups may be persuaded to 
make investments or loans in Western European countries or 
their overseas territories or dependencies other than short- 
term self-liquidating loans in connection with the movement 
of goods, I believe that the following conditions must first 
have been achieved: 


1) The nations of Western Europe must have obtained 
military security. This condition will not have been met until 
the Atlantic Pact has been ratified by all of the nations that 
are parties to it, and until the programme of rearmament of 
the peoples of Western Europe has been adopted and put into 
effect. The achievement of military security is of course vital 
and, in my opinion, the ratification of the Atlantic Pact by all 
parties to it will not alone be sufficient. The Pact must be 
implemented by adequate Western European rearmament. 

2) The nation where such investment or loan is to be made 
must first have reached a state of political stability. That is to 
say the threat of Communism must have been eliminated. It 
is quite apparent that the danger of the spread of Communism 
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in the countries of Western Europe outside the Iron Curtain 
has already greatly diminished and that the nations of West- 
ern Europe have even now achieved this type of stability to 
a verv considerable degree through their own efforts and with 
the assistance of the Marshall Plan. 

3) The nation where such investment or loan is to be made 
must have reached a state of economic stability. That is to 
say its internal economy must be in balance and the exchange 
rates of its currency vis-a-vis the American dollar must have 
a realistic relationship to price levels existing in both countries. 

I have already indicated that I do not think that this sort 
of stability can be quickly achieved. Therefore, it may well 
be that in order to bring about an immediate flow of the in- 
vestment of American private capital in the countries of 
Western Europe and their territories and dependencies, the 
United States Government must give some sort of guarantee 
to private investors which will cover fluctuations in the ex- 
changes until! such stability shall actually have been achieved. 

I] think that in view of the comments which I have noted 
in some of your press during the last few days, I should dis- 
associate myself from those Americans, if there be any of them, 
who may be advocating the devaluation of Sterling vis-a-vis 
the American dollar. It is entirely clear to me that the solution 
of the problems of when your internal economy has reached 
a balance and of the rates of exchange which over a period of 
time can be maintained in practice between Sterling and the 
dollar must and should be left to the determination of your 
own Government. 


4) The attitude of mind which exists between the people of 
the country where such investment is to be made and the peo- 
ple of the United States must be of such character that on the 
one hand the Government of the country in which the invest- 
ment is to be made is ready to welcome such an investment 
and to take such action as may be necessary to foster it. On 
the other hand, the investors in the United States must be 
willing to risk their capital by placing it within the control 
of the nation in question because they have confidence that 
they will be protected against such things as expropriation 
without adequate and immediate compensation, discrimina- 
tion in treatment compared with that accorded to domestic 
investors, and against restrictive measures which may prevent 
the transfer into dollars of the interest or dividends or amorti- 
zation of the amount originally invested, or the repatriation of 
the investment 


Assuming that all of these conditions have been achieved, 


the question still remains as to what type of investment of 
United States dollar capital is desirable to provide the West- 
ern European countries with expanding economies and a rising 
standard of living. Obviously, each investment should be of 
such character as to create dollar exchange either directly or 
indirectly, or to conserve dollar exchange. Generally speaking, 
the investment should be made in partnership with nationals 
of the recipient country, although this is by no means essential, 
and in practice the manner in which each individual invest- 
ment is to be made and the degree of control to be exercised 
by local and United States capital would in every case be the 
subject of individual negotiation. 

It is apparent from what I have already said that the prob- 
lem of increasing American private investment in Western 
European countries and their territories and dependencies 
after the Marshall Plan has come to an end is one of great 
complexity. This does not mean that it is insoluble. I am con- 
vinced that if we can enlist the best brains on both sides of the 
Atlantic in the immediate and continuous study of this prob- 
lem it can be solved. It seems abundantly clear that the coun- 
tries of Western Europe as a whole will not have sufficient 
capital of their own by the year 1953 to provide the con- 
stantly expanding economies and rising standards of living to 
which their people aspire. I devoutly hope that at the time 
of the termination of the Marshall Plan conditions will have 
been created which will result in a very substantial amount of 
United States investment funds being attracted to assist the 
Western European peoples in reaching this goal. 

I believe that the ordinary conception of a Pilgrim is one 
who sets forth on a long and arduous journey through strange 
country with a high purpose. If this is correct then indeed 
both your country and mine may be regarded as Pilgrims. 
We are not only setting forth together on a long and hard 
journey with a high purpose but we are following paths which 
are new to both of us. We both seek the haven of a better 
life for free men, and the motivating force which urges both 
of us forward is the determination to be strong enough to be 
free. Since the end of the war I have observed with the highest 
admiration the course of the British people and their Gov- 
ernment in meeting the tremendous difficulties of reconstruc- 
tion and recovery, and | would like to take this occasion to 
express the sense of determination which I know exists in the 
hearts of my countrymen to assist, as far as may lie within 
their power, the splendid efforts that are being made by the 
British people to find ways to overcome the difficulties which 
confront them today. 


Havana ITO Charter 


A DISHONEST DOCUMENT 


By PHILIP CORTNEY, President, Coty, Inc., New York, N. Y., Author, “The Economic Munich” 
Delivered before the Export Managers Club, New York, N. Y., April 26, 1949 


T may be no secret to many of you that I am an ardent 
internationalist. | therefore submit that there must be 
something wrong either with my mind or with the Ha- 

vana ITO Charter which prompts me to fight against it, to- 
gether with some isolationists and high-tariff people, much as 
I dislike the company. Now, | am checking on my mind by 
pressing with questions those who made or support the Char- 
ter. The answers | receive are such that they only confirm me 
in my conviction that the Havana Charter should be rejected. 
I evidently only have time to criticize a few provisions of the 


* International Trade Organization. 





Charter which in my estimation are the most dangerous ones 
to come to our own economic system and to peace. Those of 
you who may wish to go deeper in the matter (and I hope you 
will, in view of the importance of the issue, not merely in 
dollars and cents, but for the survival of our own system) and 
understand more thoroughly my position, may wish to refer to 
my article in the April 7 issue of “The Commercial and Finan- 
cial Chronicle,” and also, if you have the time, to my recent 
book ‘The Economic Munich.” 

The Havana ITO Charter is a bad and intellectually dis- 
honest document because there was no meeting of minds be- 
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tween the main countries which negotiated the Charter. The 
United States and England tried to reconcile by words their 
irreconcilable positions on free trade and free convertibility of 
currencies. The Charter purports to reconcile the conflict 
between countries which indulge in socialism and nationalistic 
planning and seek solutions to their economic problems in 
restrictions of trade and controls, and countries which favor 
expansion of international trade and internationalism. The 
countries which participated in the negotiations for the Char- 
ter had not the same objectives notwithstanding the high- 
sounding ideals expressed at the opening and at the conclusion 
of the negotiations. The result is a document which enun- 
ciates piously principles satisfactory to a country like ours but 
which codifies exceptions to principles in such a manner that 
the exceptions become in fact the rules the participating nations 
are to abide by. I do not question the good intentions of those 
who negotiated the Charter on behalf of the United States; I 
am challenging the result. In point of fact, | am amazed and 
puzzled that at least one of our negotiators, who is a success- 
ful exporter, should have placed his signature under such a 
document which is a negation of everything this country stands 
for. In the Havana Charter we are giving, in an international 
document, intellectual, moral and material endorsement to 
economic fallacies and policies, stemming mainly from genuine 
or distorted Keynesian theories, against which the defenders 
of the free individualistic competitive system are fighting 
incessantly. 

I have defined the Charter in the following manner: An 
international organization which, for the sake of providing 
a wrong solution to the British problem would, in the name of 
full employment, restrict international trade and undermine 
our individual free competitive system. 


Everyone agrees that the Havana Charter is a bad Charter, 
but its supporters have coined in its defense the slogan: “It is 
better to have a bad Charter than no Charter.” One of the 
American negotiators of the Charter wrote in the April issue 
of “Foreign Affairs” that: “It is true that the Charter fails 
to guarantee the restoration of conditions that would satisfy 
the ideal requirements of economic liberalism. . . . The real 
question to be asked is whether the Charter affords an oppor- 
tunity to establish trade relationships better than those that 
are certain to obtain if it should not be approved.” 


Another defender of the Charter puts the same issue in the 
following manner: Planned economies have a strong propen- 
sity for economic nationalism. Therefore, if we can set up an 
organization which will promote world trade on an expanding 
scale, economic conditions will improve in all countries, and 
the tide of government interference with private trade and 
usurpation of its role will subside. 


Now, it is a fact that nobody, but nobody, has offered any 
common-sense explanation as to how the Havana Charter 
would promote the expansion of international trade, while a 
careful examination of the Charter leads to exactly the oppo- 
site conclusion. I assume that the supporters of the Charter 
believe that our representatives on the I. T. Organization 
will be able to contain economic nationalism by the use of 
charm and persuasion. You may have noticed that I did not 
mention our economic power among the fighting means which 
would be at the disposal of our representatives in the I.T.O. 
organization. Why? Because incredible as it may sound, the 
sad fact is that on ratifying the Charter we would also sur- 
render our main weapon against nationalistic economic wicked- 
ness, namely the power to retaliate. On the other hand, Article 
21, 4(b) makes it clear why the Havana Charter would per- 
petuate quotas and restrain international trade. Article 21, 
4(b) condones domestic policies which inevitably lead toward 
balance of payments deficits and exhaustion of international 


monetary reserves, which in turn the 1.T.O. accepts as justi- 
fiable reason for instituting quotas. 

The defenders of the Havana Charter like to point out that 
the exceptions in the Charter will not enable any country to 
do anything that it was not already free to do. This is true 
except that before we sign the Charter we can retaliate. Once 
we have ratified the Charter we shall have surrendered our 
main weapon against nationalistic economic wickedness, 
namely the power to retaliate. The Havana Charter affords 
an excellent opportunity for the great multitude of national- 
istically inclined countries to gang up on the United States; 
it affords an opportunity for large and socialistic countries to 
organize the majority of the 1.T.O. membership in such a 
way as to force us to accept discrimination against ourselves 
while we remain committed to the granting of the Most- 
Favored-Nation treatment to all members of the 1. T.O. There 
is no instance where a country will willingly accept to be tied 
hand and foot by a large number of other countries, all ot 
which maintain for themselves complete freedom of movement. 
In the 1.1.0. Charter negotiations fifty-odd debtor countries 
have combined in order to weaken the economic detense 
weapons of the one major creditor country, namely the United 
States. Some defenders of the Charter assert that because of 
our economic strength we shall never use the power to retali- 
ate. Even if their arguments were valid in many circumstances, 
no one is sure that the argument would prove valid in all cir- 
cumstances, and particularly after the Marshall Plan aid 
finishes. ‘Therefore, we should not give up our right to re- 
taliate, which is a right recognized even in international law 
as a right of defense. 

One other argument is set forth in favor of the Charter. 
It usually runs as follows: The existence of socialistic and 
nationalistic countries is a fact. The 1.7.0. Charter makes 
it possible for state socialism and free enterprise capitalism to 
work together. Now, this assertion is true, but the price of 
the achievement is not mentioned. The price is restriction of 
international trade, discrimination against the U.S. A., and 
undermining of the free enterprise competitive system. We 
have lacked at the right time the vision and courage to provide 
the necessary assistance to Great Britain to make it possible 
for her to resume the free convertibility of the pound and to 
reintegrate free multilateral trade. I don’t think I need to 
demonstrate to you that there is no hope of restoring free 
trade in the world as long as the British problem has not been 
solved, and I should like to add now, as long as Great Britain 
remains a socialistic and nationalistically planned economy. 
I don’t think we can or that we should fight socialism in Great 
Britain for the good reason that people learn only by expe- 
rience and suffering. Is it, however, our mission and interest, 
is it the interest of human freedom, that we support socialism 
more than is strictly necessary to prevent intolerable hardship ? 
In ratifying the I1.T.O. Charter we would help socialism 
intellectually and materially, to our detriment and at the risk 
of undermining our own economic system. 

Because we have not the intellectual wits and the political 
courage to devise a strategy which will make the British people 
understand that socialism means ruin and poverty, and there- 
after help Great Britain restore the free convertibility of the 
pound, we accept the Charter with the unwarranted hope that 
it will help Great Britain balance its foreign accounts, The 
supporters of the Charter hope that the Charter will enable 
Great Britain to balance its foreign accounts by permitting 
her “‘to trade multilaterally on a unilateral basis” and by mak- 
ing it possible, through discrimination, for Great Britain to 
fight more effectively American competition in foreign markets, 
In a recent issue of the “London Economist” one can read, that 
after the end of the Marshall Plan: “American export indus- 
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try may have to reconcile itself to the permanent loss of its 
European markets; it may have to permit discrimination 
against itself.” 

7 * - 

The defenders of the Charter contend that by some myste- 
rious, undisclosed process the 1.T.O. organization would 
help the expansion of world trade, and thereby also contain 
economic nationalism. They are unable to prove their case 
and therefore, in the final analysis, have to base their arguments 
on the profession of good intentions and on false, unwarranted 
hopes. -As you well know, hell is also paved with good in- 
tentions. 

The supporters of the Havana Charter might still have a 
case, if at least we could enter the entire organization on an 
equal basis without surrendering in advance vital rights and 
the main weapon of economic defense, and if the organization 
would provide us with a forum, or club if you like, where 
we could discuss ways and means of expanding free interna- 
tional multilateral trade, which ought to be the main purpose 
of such an organization. 

But the Havana Charter is not a neutral, unbiased consti- 
tution of the proposed new organization. It is a distinct victory 
of economic nationalism over economic internationalism. The 
Havana Charter endorses intellectually all the economic falla- 
cies on which economic nationalists rest their case. It gives 
intellectual support and material aid to socialistic planners to 
our detriment and at the risk of undermining our own eco- 
nomic system and our free society. Let me make clear how 
the Charter furthers economic nationalism because this is one 
of my main arguments against the Charter. I for one am less 
concerned with the damage to our country, as expressed in 
dollars and cents, than with the danger, inherent in the Char- 
ter, to the survival of our individual freedom. 

In the Havana Charter all countries undertake the obliga- 
tion to attain and maintain full employment. The provisions 
regarding full employment do not belong in the Charter, but 
our negotiators have accepted their inclusion at the insistence 
of Great Britain and Australia. The purpose of including 
these provisions in the Charter was to force the hands of the 
United States in this socialistic issue, and is based on the theory 
that the United States imports substantially and puts sufh- 
cient dollars at the disposal of the world only when we are 
prosperous and booming. 

The difference between the defenders of economic liberal- 
ism and those nationalistic planners is not the desirability of a 
high level of employment, by which we at least mean produc- 
tive employment, but in the means to be used to attain and 
maintain a high level of productive employment. We want 
the maintenance of a high level of employment without the 
deterioration of the currency. It is, however, an unchallenged 
fact that the doctrine of full employment as understood by the 
Keynesian school of economics (which is the intellectual basis 
of the Havana Charter) entails national planning, economic 
nationalism and monetary inflation. The monetary inflation 
made necessary by an over-riding policy of full employment 
to be pursued regardless of other considerations entails, in a 
mass democracy with powerfully organized labor unions and 
other selfish interests, monetary inflation, balance of payments 
difficulties, exchange controls and importation quotas. The 
use of exchange controls or quotas by countries like Great 
Britain or even France makes the restoration of free multi- 
lateral trade impossible. (Exchange controls and quotas are 
the main weapons of totalitarianism and of socialistic coun- 
tries. Besides, let us not forget that exchange control is a dia- 
bolic and tyrannic weapon in the hands of a government, and 
that it creates black markets and is the source of fraud and 
moral corruption which permeates the entire social body of a 
country.) The test whether the ITO Charter will help or 





prevent the expansion of international trade is whether it will 
help us get rid of exchange controls and quotas. One is at a 
loss to understand how the Havana Charter will help us get 
rid of exchange controls and quotas. The Havana Charter 
not only fails to remove the most effective barriers to world 
trade, namely quotas, but condones and perpetuates them. 
The greatest sins against the expansion of free trade are com- 
mitted in the name of the modern bogey of “balance of pay- 
ments difficulties.” The well-known British Professor, D. H. 
Robertson, in an article published in the “Economic Journal,” 
had the following pertinent remarks to make regarding the 
modern bogey: “What are politely called ‘balance-of-payments 
difficulties’ do not necessarily drop like a murrain from heaven 
. .. any nation which gives its mind to it can create them for 
itself in half an hour with the aid of the printing press and 
a strong trade union movement.” 


All economists are aware of the conflict which exists be- 
tween nationalistic economic planning for full employment on 
Keynesian principles and free international multilateral trade. 
Believe it or not, the Havana Charter purported to foster 
international trade, gives precedence to full employment to 
the detriment of international trade. 

Article 21,4(b) provides: 

“No member shall be required to withdraw or modify 
restrictions which it is applying under Article 21 (restrictions 
to safeguard the balance of payments) on the ground that a 
change in such policies (namely full employment policies) 
would render these restrictions unnecessary.” 

In other words, this provision of the Charter gives American 
material support and intellectual endorsement to national 
planning, economic nationalism, exchange controls and quotas, 
and socialism, to the detriment of international trade and 
peace. Article 21,4(b) would perpetuate quotas because full 
employment policies on Keynesian principles are bound to cre- 
ate balance of payments difficulties and exhaust the interna- 
tional monetary reserves of a country. 


Article 21,4(b) is a real funny one on us and all other free 
trading nations. Countries indulging in socialistic full employ- 
ment policies are bound to have over-valued currencies, bal- 
ance of payments difficulties and exchange controls. Article 
21,4(b) permits a country to use means for maintaining full 
employment which hurt the trade of other countries and cre- 
ated unemployment in those countries. Furthermore, coun- 
tries which use exchange controls or quotas make the restora- 
tion of free multilateral trade difficult or impossible, according 
to their economic importance. 


If there had been any fair play in the negotiations of the 
Charter and if we had been keen not to compromise the 
chances of our own economic system, the Charter should have 
provided clearly and in red letters that: 


“Members undertake to avoid in full employment policies 
measures which have the effect of hurting other nations or 
of reducing international trade.” 


Instead of that we got Article 21,4(b) which endorses 
economic nationalism, permits the restriction of international 
trade and endangers peace. 


At this point, you may rightfully raise the question whether 
member countries are not free presently to do what they like 
in their full employment policies, and whether the adoption of 
the Charter would worsen the present situation? 


It is extremely important that you should understand clearly 
the consequences of Article 21,4(b) because this Article more 
than any other one in the Charter entails the surrender to 
economic nationalism. It is this Article which permits a coun- 
try, in the name of full employment, to establish importation 
quotas without any conditions or reservations. Now, importa- 
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tion quotas are an alternative to exchange controls, thus de- 
feating a fundamental undertaking of all countries under 
the rules of the International Monetary Fund. 

In the Monetary Fund, all participating countries have 
undertaken to remove persistent balance of payments deficits 
and exchange controls. The Fund has no right to question 
a change in the exchange rate, which may have become neces- 
sary as a result of full-employment policies, but it can, and it 
is its duty to, take issue with a country which has persistent 
balance of payments deficits and exchange controls. A change 
of the exchange rate helps the functioning of the price mecha- 
nism and therefore fosters the free exchange of goods and 
the restoration of automatic equilibrium. Exchange controls 
and quotas prevent the working of the price mechanism, and 
are tyrannical, arbitrary and discriminatory weapons in the 
hands of governments. The 1TO Charter, by preventing us 
from retaliating against countries which institute quotas, is 
undermining one of the main purposes of and obligations under 
the International Monetary Fund. 

On June 15, 1948, Mr. Wilcox, one of the negotiators of 
the Charter, made the following statement before the United 
States Chamber of Commerce: 

“One serious weakness is this: The I.T.O. will have no 
authority to intervene in the domestic policy of any country in 
any way. This means that a country may remain in balance- 
of-payment difficulty through bad domestic economic measures 
and the I.T.O. will have no power to correct the situation. 
This is serious, since it means that the period during which 
import quotas are permitted may be prolonged. But no nation 
on earth is ready to surrender its economic sovereignty, least 
of all the United States. This country would not have agreed 
to a provision which would have given the I.T.O. power to 
interfere with our domestic policies.” 

The statement by Mr. Wilcox only confirms my contention 
that the I.T.O. is undermining the fundamental undertaking 
in the Fund, namely to remove persistent balance of payments 
deficits and exchange controls. And as long as countries like 
Great Britain have exchange controls and quotas, there is no 
chance of reestablishing free multilateral trade. 

I don’t know who is the original author of the specious 
argument that the request that a nation should remove per- 
sistent balance of payments deficits is, in fact, “‘a request for 
the-surrender of economic sovereignty.’ This argument is a 
hoax.” The history of the world is full of crimes against 
international cooperation and peace in the name of national 
sovereignty. Nobody has proposed to interfere with the domes- 
tic implementation of full-employment policies of a country. 
A country should be free to adopt whatever domestic policies 
it chooses provided, however, it does not hurt other countries. 
This proviso is sound and reasonable. It is our right to ask 
from any country that whatever action it takes to implement 





a “full employment” policy, such action should not hurt other 
nations. By asking a country to remove persistent balance of 
payments deficits, exchange controls and quotas, we are simply 
asking a country not to hurt other countries, not to adopt 
beggar-my-neighbor policies and to help the expansion of free 
international trade. This is the only request we make, which 
is just and reasonable, to which in fact all the countries have 
already subscribed to in the *I1.M.F. and which obligation 
would be undermined by Article 21,4(b). 

It is clear, I hope, that Article 21,4(b) is one of the most 
dangerous ones in the Charter, for the preservation of our eco- 
nomic system, for the expansion of international trade and 
for peace. Therefore, it is incredible that the Guide to the 
Study of the Charter published by the State Department 
should not even mention Article 21,4(b) among the key 
provisions of the Charter which are enumerated in a summary 
published as an introduction to the Guide. 


7. * - 


Another objectionable Article which our negotiators should 
not have accepted is Article 6, which is based on the theory 
that a serious or abrupt decline in foreign demand may exert 
deflationary pressure on a member’s economy, and it is asserted 
that members may need “to take action, within the provisions 
of the Charter, to safeguard their economies against inflation- 
ary or deflationary pressure from abroad.” This Article en- 
dorses the principle of economic insulation. Representatives 
Fulton and Javits, in their report on the 1.T.O. Charter, con- 
fess that they are mystified by the meaning and scope of Arti- 
cle 6, and request that our government ask for an interpreta- 
tion of this Article before it ratified the Charter. 

I have dealt with this Article at some length in my book 
“The Economic Munich.” It raises vital questions which I 
do not wish to discuss here again. Unless I am grossly mis- 
taken, I think that the main reason for Article 6 in the Char- 
ter is to provide a new escape for imposing quotas which Great 
Britain might not be able to impose under the other provi- 
sions of the 1.T.O. Charter in case of a depression in the 
United States. 

My conclusion is that the Charter should be rejected be- 
cause it would further economic nationalism and restrain in- 
ternational trade, at great risks to our own system. The 
Charter is a bad and intellectually dishonest document because 
there was no meeting of minds between the U.S. A. and 
Great Britain in the fundamental questions of free converti- 
bility of currencies and free international trade. The I.T.O. 
Charter would put shackles on American competition and 
permit the perpetuation of quotas, which are indispensable to 
countries indulging in socialistic planning. 


* International Monetary Fund. 


The March into the Death Valley of Socialism 


IMPORTANCE OF SOUND MONETARY SYSTEM 
By WALTER E. SPAHR, Professor of Economics, New York University, Executive Vice-President, Economists National 


Committee on Monetary Policy 


Delivered before the Economic Club of Detroit, Detroit, Michigan, March 7, 1949 


F we would arrest our march into the Death Valley of 
Socialism, responsible leaders of this country must under- 
stand, and fight for a return to, the principles of Eco- 

nomics yielded by the private-enterprise-competitive system. 
Among the basic principles taught by Economics in respect to 
freedom of private enterprise and government regulation are 
these: 


(1) The greatest benefits are provided the greatest number 
of people when free and fair competition prevails in those 
areas where it can function. 

(2) In those areas where natural monoplies operate, their 
regulation should be of such a nature as to produce the con- 
ditions that result from free and fair competition. 

(3) Government should operate only in those areas in 
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which competitive private enterprise or regulated monopolies 
cannot or do not function, and only when the cost accounting 
system of private enterprise are employed and the people in 
veneral understand and approve the costs involved. 


(4) A governmentally-managed economy brings social and 
economic stagnation and retrogression, and the degradation of 
human beings. 


‘The Basis or Osjective STANDARDS OF RIGHT AND 
WRONG IN THE Economic WorLD 


It obviously needs to be emphasized these days that we have 
no objective — that is, scientific — standards of right and 
wrong of good and bad, in the economic world except 
those yielded by the operation of the forces of free and fair 
competition, 

Every appraisal by any person as to what is desirable or 
undesirable in the economic world rests upon some subjective 
basis unless that appraisal is grounded upon the principles 
derived from the operation of the forces of free and fair 
competition. 

And subjective appraisals have no validity in so far as 
reliable knowledge is concerned. It is only the procedure of 

ientific methodology that can provide reliable answers to 
human problems and questions, 

‘There are no principles of Economics that meet the tests 
of science except those learned from the operation of the 
torces of free and fair competition. The principles of monopoly 
ire stated against the background of those of competition. 
\lonopoly prices are said to be high prices because they are 
measured against those that competitive enterprises tend to 
produce. The productive activity and costs of a Socialist State 
are measured and appraised, if measured and appraised objec- 
tively, against the conditions that tend to prevail under con- 
ditions of free and tair competition. 


Our Drirr Intro Suspyective APPRAISALS 


To a high degree — apparently to what is for us an un- 
precedented degree — we have drifted from objective, to sub- 
jective, appraisals of what is good or bad, desirable or unde- 
sirable, in the economic world. The subjective approach to 
human problems is the approach of the untutored, of the 
tyrant, of the person who would substitute his will and power 
for what scientific procedures teach us are good or bad, right 
or wrong. 

There are apparently many reasons why we have moved so 
rapidly in recent years from objective to subjective appraisals 
in the economic world, But among them should be listed the 
regrettable fact that our high schools, colleges, and universi- 
ties, for nearly a generation, have done such a poor job of 
teaching the nature, principles, and implications of scientific 
method. It seems reasonably clear that most of the college 
graduates of the current generation have only the vaguest, 
if any, understanding of the fundamental differences between 
objective and subjective appraisals of economic phenomena. A 
vreat proportion of the textbooks in Economics produced in 
recent years contain, essentially, subjective appraisals and agi- 
tations by their authors, rather than the objective principles of 
science. This brand of Economics has for the most part become 
an arm of our Socialist political movement. It has made Wash- 
ington its headquarters. 

Apparently it is not too much to say that in general we have 
abandoned the objective for the subjective procedures in the 
economic world, It is not clear that we are keenly and gen- 
erally aware of what we have done or of the significance of it. 
We have slumped to the level of slogans and labels in lieu of 
the careful thinking of science. People who call themselves 
scientists in Economics strike attitudes instead of getting and 
presenting facts in the manner of the scientist. They adopt 





leaders and proclaim themselves as followers, thus disquali- 
fying themselves as independent, competent, truth-seeking 
individuals. 

These posers and assumers-of-an-attitude attempt to settle 
issues in the economic world by proclaiming themselves as 
“Liberals,” “Conservatives,” or ‘“Reactionaries.”” They are not 
careful, as is the scientist, to explain what it is they are liberal 
about, or what it is they wish to conserve and why, or what it 
is they are reacting against and why. As one observes the com- 
mon use of the word “Liberal” these days, and the attitude 
of those who like to call themselves “‘Liberals,” it seems proper 
to conclude that, in many, if not most of these instances, “Lib- 
eralism”’ means practically nothing but Socialism or Commu- 
nism or being liberal with other people’s money. There are 
intelligent, thoughtful, responsible people who find no defen- 
sible basis on which to be liberal with other people’s money 
instead of with their own; who wish to conserve our great 
heritage of wealth and of private enterprise and freedom ; who 
react against measures that will impair or lose for us this 
great heritage. 

We also hear and talk much today about the ‘Welfare 
State” without stopping to consider accurate definition of it. 
Perhaps all that need be said about that popular and allegedly- 
virtuous proposal is that apparently every tyrant from ancient 
to the present time has sponsored a “‘Welfare State.” It is 
doubtful that one could find a case in history in which the most 
ruthless tyrant did not contend that what he proposed or did 
was in the interest of the general welfare — as he chose to see 
or state it. 

When government officials substitute their subjective ap- 
praisals as to what is desirable or undesirable in the Economic 
world for the judgments of all the people freely recorded in 
the market place, that government has substituted the mere 
will of those in authority for the objective standards of right 
and wrong provided by all the people. Just law is provided by 
informed men who utilize the objective standards of science 
as guides. Just law is not derived from the mere desire or will 
of the lawgiver. 

In one of Juvenal’s Satires a willful wife commands her 
Roman husband to crucify a slave for no reason — merely 
because she wills it. When he asks her why he should do so, 
she answers in a sentence that has become in the legal field 
the classical expression of law as mere will: ‘‘Hoc volo; sic 
jubeo; sit pro ratione voluntas”; which means “This I will; 
thus I order; let my will be in place of reason.””! 

That method of dealing with human problems has spread 
far and wide in the world of today. Apparently we are in an 
era of “This I will and thus 1 order.” We in the United 
States have been travelling in that direction with startling 
rapidity. As we pursue that course, we label our vehicles of 
transportation with “Liberal,” “Progressive,” and the ‘““Wel- 
fare State.” Our march is into the Death Valley of Socialism, 
led by a government that apparently does not understand what 
it is doing. Its comprehension seems to extend very little beyond 
a knowledge of the tactics that have thus far kept it in the posi- 
tion of leadership — or, rather, dominance. 

When laws and governmental practices rest upon the will of 
the lawgivers who have the power to enforce their will, there 
ceases to be any standard of right, practically, except that 
found in the will of the lawgiver. There ceases to be any 
objective standards of right and wrong applicable to both the 
ruler and the ruled. There ceases to be any limitation on the 
power of the State over the people ; law becomes mere physical 
torce. 





* Edward S. Dore, “Human Rights and the Law,” Fordham Law Review 
(March, 1946), Vol. XV, No. 1, p. 11; Juvenal, “The Satires of Juve- 
nal” with introduction and notes by A. F. Cole (G. P. Putnam’s Sons, 
New York, 1906), Satira VI, p. 110. 
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That is the practice of tyranny. And such tyranny can come 
from a majority of the people of a nation if they are induced 
by unreliable leaders to substitute subjective standards for the 
objective standards of reason based upon the methods of 
science. The last popular vote for Hitler was nearly 100% 
of the total vote cast. 

If a Constitution which provides the correct means of assur- 
ing justice for all is ignored by those who would exercise their 
will, tyranny replaces justice. The makers of our Constitution 
never intended arbitrary power to exist in any department of 
our government. Our Constitution was designed to secure 
the blessings of liberty to ourselves and our posterity; it was 
not designed to impair our liberty. Yet every intelligent adult 
can see something of the extent to which “This I will and thus 
I order” has entered our governmental policies and procedures. 

Socialism, Communism, and authoritarian governments in 
all forms belong to the world of arbitrary wil] and power. 
They abandon objective standards for the subjective — for 
the standards which those in power wish to enforce. The only 
effective standard of right or wrong is the will or caprice of 
the ruler. 

When objective standards of justice are seriously impaired 
or destroyed, States become what St. Augustine called them — 
“great bands of robbers.”* When an individual robs his teliow- 
man, we imprison him. When a government robs the people 
of a nation on a sufficiently large scale, we call it Socialism or 
the ‘“Welfare State.” 

The advocates of any of the systems of governmentally- 
managed economy — and this includes the so-called economic 
planners, since they are potential dictators — wish to deprive 
all other people of the power to act according to their individ- 
ual plans in response to the objective standards of price and of 
justice yielded by free competitive enterprise and markets. The 
purpose of the planner or would-be dictator is to make his 
own plan the exclusive or preeminent one. He seeks to deprive 
other men of their rights and freedom and to establish his own 
freedom and that of his friends according to his subjective 
desires. He seeks the power not to persuade nor to convince 
his opponents but to regiment them. That is the standard 
procedure of dictatorial governments. ‘That is what the advo- 
cates of the “Welfare State’ desire — welfare for themselves, 
but that of others is to be determined by the will and caprice 
of those who have the power to dictate. 

Some attempts have recently been made in this country to 
distinguish a planned economy with a controlled economy. 

Planning inteliigent government to fit into an economy in 
which free and fair competition is the basic criterion as to what 
is proper is one thing; that is correct procedure. But a govern- 
mentally-managed economy is a governmentally-controlled 
economy ; and no amount of denial will change that fact. The 
planned economy being fostered by so many in Washington and 
in some of our states is the controlled economy of the dictator ; 
only the gullible would reach any other conclusion. 


THE IMPORTANCE OF INDIVIDUAL LIBERTY 


Now the simple fact of the matter is that no social organi- 
zation is good if it does not, in addition to contributing to the 
material well-being of a people in general, protect and foster 
individual liberty. Such liberty is man’s priceless heritage. 
Man’s economic well-being and his individual liberty cannot 
be improved unless his government fosters free and fair com- 
petition and applies the standards yielded by such competition 
when regulating activities in which it is inoperative. 

People have never devised a better means of encouraging 
individual development and social progress than by fostering 
equality of competition, impelled perhaps chiefly by the profit 








? Dore, op. cit., p. 17; Augustine, De Civitate Dei, Cap. IV, col. 115, 
Thesis 7. 


motive, and by providing at the same time the means of protect- 
ing the weak against the strong and the honest against the 
dishonest. 

Competition must be not only free but fair. And the test 
of fairness, briefly, is found in whether or not the rules devised 
tend to produce the conditions that would prevail if the com- 
petitors had equal strength and accorded to each the same 
freedom in their rivalry. 

Free and fair competition cannot function properly unless 
there be both political and economic democracy. In a political 
democracy, the individual is free to cast his political votes as 
he thinks best. In an economic democracy the individual is free 
to vote his dollars as he prefers. Democracy is incomplete in 
so far as either of these aspects is impaired. 

No government or governmental organization, no govern- 
ment bureaucrat or collection of bureaucrats, can begin to com- 
pare in efficiency or in intelligence with the mass of people 
who are free to vote their dollars as they think best. Producers 
can never obtain better guidance than that given when all 
buyers are free to spend their dollars for this and withhold 
them from that. Buyers can never be served as well as when 
they can vote their dollars as they please and when producers 
must respond to these indicated preferences. Departures from 
this method of buying and selling inject into the economy in- 
efficiency, waste, and maladjustment. 

The power of one individual over another is an insidious 
and corrupting thing. It places a great responsibility upon the 
person with whom the power rests. Few people indeed can 
treat others as they would have others treat them. Where eco- 
nomic and political democracy operates freely and fully, the 
power of one individual over another is sharply curbed. Power 
is widely diffused and it is difficult to concentrate it if eco- 
nomic and political democracy has free play. Furthermore, the 
system of incentives, instead of the paralyzing hand of govern- 
ment compulsion, plays its beneficent role. 

The advocates of planned economy, for example the Social- 
ists, would destroy the wholesome forces of free and fair com- 
petition. They pretend to advocate democracy while seeking 
to abolish it. They would be dictators under the banner of the 
“Welfare State.” They are the enemies of every man who 
values freedom. 

We should cease making our present mistakes about these 
people. Step by step they are leading the people of the United 
States nearer and nearer to Socialism. 

And let us not forget that Socialism and Communism are 
different only in degree of State control. Fundamentally, the 
philosophy of each is the same. Marx made ‘no distinction 
between Socialism and Communism. His and Engles’ Mani- 
festo of 1848 was called a Communist Manifesto. Communist 
Russia is officially the Union of Soviet Socialist Republics. 

If our march toward Socialism continues, the final gate to 
Socialism will some day suddenly snap shut on us; then our 
gullible marchers-along will awake to the fact that they have 
finally and completely become prisoners of their government. 

There are endless ways in which our government has been 
tightening its tentacles over the people of the United States. 
There are many reasons why our people are marching along in 
this parade. All seekers of subsidies, all advocates of guaran- 
teed prices and price controls and of parities and allotments are 
urging the substitution of the will of the government for the 
objective determination of values, and are contributing greatly 
to our march toward Socialism. 

The sweet reasonableness of decent people is also a dan- 
gerous weakness in this picture, just as it has been for such 
people in other countries. 

There is no valid basis for our apparent traditional assump- 
tion that there is a Special Providence who will always in the 
end protect the people of the United States regardless of how 
foolish they may be. 
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If we would save our country from Socialism, let us stop 
our compromises in respect to the virtues of a private enter- 
prise and competitive economy. Let every compromiser be 
marked for what he is — a friend of Socialism, and an enemy 
of freedom and of our national welfare. 


IMPORTANCE OF SOUND MONETARY SYSTEM 


A sound monetary system is an integral part of a good 
economy and a basic instrument in the assurance of human 
freedom. 

An irredeemable paper money system is a notoriously un- 
sound type of money; it is one of the most potent instruments 
that can be employed in behalf of Socialism or of a govern- 
mentally-managed economy in some similar form. 

Domestically, the United States has an irredeemable cur- 
rency system. In nature such a monetary system is dishonest. It 
reveals that the government permitting or issuing such a cur- 
rency is either morally or financially bankrupt, or both. 

Our Treasury and Federal Reserve banks issue promises 
to pay which they do not intend to redeem and do not redeem. 
‘The only exception is silver certificates. The legends on all our 
paper money as to redeemability and security underlying, sil- 
ver certificates excepted, are all either outright misstatements 
of fact or are so misleading as to amount to falsehood. 

When this system of irredeemable currency was thrust upon 
the people of the United States, they thereby lost control over 
the public purse. They cannot demand that the government 
and Reserve banks redeem their promises to pay. They are, 
consequently, at the mercy of the government and Reserve 
-banks. They cannot exchange their goods and services for a 
money made of material that has objective value in the market 
place. They must, instead, take the irredeemable promises of 
the Treasury and Federal Reserve banks or an overvalued 
silver. 

Our government hoards the gold stock of this nation because 
it does not trust our people. But it pays out this gold to foreign 
central banks having claims against it when they demand such 
payment. This is because those banks would send our irredeem- 
able currency into a tailspin if we offered them irredeemable 
paper dollars or overvalued silver in lieu of gold. Our govern- 
ment cannot regiment foreign central banks as it does our 
people; therefore it must pay those banks in the best form of 
our money, not the cheapest, whenever they demand such pay- 
ment. Our own people, on the other hand, must be satisfied 
with irredeemable paper and overvalued silver. They are in 
this manner regimented and controlled by their Federal 
government. 

When a government extends its controls through the chan- 
nels of money, it touches every person and transaction that 
employs money. This is a subtle type of control and it has 
exceedingly far-reaching implications. When this control oper- 
ates through an irredeemable currency, a deadly germ is 
planted in the bloodstream of a nation’s economy. This is not 
obvious to the general public. It requires time for them to 
perceive the fact that their vitality is being undermined, that 
their savings are slowly disappearing and are becoming a hol- 
low shell, that a cancerous growth is eating deeply into the 
economic, social, and political fabric of the nation. 

Indeed, at the outset of this disease, there is generally a 
feeling of increased well-being ; and, remembering this at later 
stages of the disease, the common practice is to demand more 
doses of the same intoxicant, in larger and larger amounts 
and with greater and greater frequency, until the patient 
collapses. 

The people of the United States have an irredeemable paper 
money and they have the disease that accompanies it. They 
like the stimulation. They cry out in protest when it is recom- 
mended that this intoxicating poison be taken from them. 


Large groups are driving hard to create more of it by trying 
to raise the price of gold, either by devaluation of the dollar 
again or by the creation of a free gold market under our 
irredeemable paper currency system which would permit our 
dollars to sink rapidly in terms of gold and ultimately force 
either another devaluation of our standard unit or a long 
waiting period for resumption of redeemability at the present 
$35 per fine ounce. 

Thus in part do the symptoms of the creeping disease of irre- 
deemable paper money reveal themselves. 

In our international financial relations, based upon our 
restricted international gold bullion standard, foreign trade 
cannot revive properly nor become healthy again until gold 
and silver can be obtained freely by international traders who 
desire or need it and are free to go where they will, when they 
choose, in their quest for profit. 

In brief, today our foreign trade is under the domination 
of our Federal government. Freedom of private enterprise in 
this important field of human activity is practically dead be- 
cause foreign traders cannot freely get and use gold with 
which to conduct such trade. Federal Reserve banks are under 
the control of the United States Treasury. The Treasury is 
under the control of Congress. Congress is under the control 
of pressure groups seeking favors at the expense of the helpless 
taxpayer. The pressure groups exercise this great power be- 
cause a docile vote-seeking Congress buys their support. It 
does this partly because its members have discovered that, with 
our irredeemable paper money system, all they need do is to 
require the Treasury and Federal Feserve banks to print the 
necessary currency as demanded. 

Probably the greatest step thus far taken to rob the people 
of the United States of their appropriate liberties was that 
which deprived the people of the gold coin standard and system 
and, consequently, of control over the public purse. 

The connection between the loss by our people of a redeem- 
able currency and the subsequent orgy of governmental spend- 
ing, profligate waste of our national patrimony, heavy and 
destructive taxation, and huge Federal debt, seems not to be 
clearly understood by many of our people. 

It is important that responsible leaders in the United States 
understand the reasons for the prevailing reluctance of large 
groups of people to give up our irredeemable paper money. 
The majority of Congress wish to keep themselves in office 
and wish to buy the support of vote-delivering pressure groups. 
The Treasury ard Reserve banks like present arrangements 
because they do not have to meet their promises to pay; they 
have been given great privilege without being required to 
assume the corresponding responsibilities. The people in gen- 
eral confuse the convenience of paper money and its tempo- 
rarily intoxicating effects with the inconvenience of gold as a 
medium of exchange and have no appreciable amount of under- 
standing of the other vitally-important functions performed by 
gold — namely, its functions as the most readily marketable 
commodity known to man, as a universally acceptable settler 
of adverse balances of payments, as a storehouse of value that 
has proven its superiority over all other widely-used com- 
modities for as long as history records the facts, as a reserve 
against promises to pay, as the best standard of value ever 
devised by man. 


PropLe ArE IGNORANT OF SOUND ASPECTS OF MONEY 


People in general do not and cannot be expected to under- 
stand the ramifications of these aspects of money. But it is the 
duty of responsible leaders in this country to try to understand 
the evils of an irredeemable currency and to help bring it to an 
end in the United States. Some have perceived clearly what is 
going on and are doing what they can to stop it. Others 
either do not understand or do not wish to take part in the 
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battle that must be fought if this nation is once more to be 
saved from the disease of irredeemable currency and a 
manipulated monetary standard. 

Apparently the quality and degree of leadership which we 
have among people who like to regard themselves as responsi- 
ble leaders is going to be put to a real test on the battlefield 
of redeemable versus irredeemable paper money for the United 
States. 

May no man or woman assume for one moment that he or 
she is fighting Socialism or agovernmentally-managed economy, 
or for a return to the people of some direct control over their 
public purse, or for economy and honesty in government, or 
for private enterprise, or for the opening up of foreign trade 
to private ingenuity if he or she is not fighting against our 
irredeemable paper money. 

Our people might do well to review the parallelism between 
our situation and popular attitude today in respect to irredeem- 
able paper money and that which prevailed in France 159 
years ago as described by Andrew D. White in his “Fiat 
Money Inflation in France.” We “secure,” we say, our irre- 
deemable paper money with gold taken from our people and 
which they cannot obtain. The French “secured,” they claimed, 
their irredeemable paper money with confiscated church lands 
which the people could not employ in redemption. The major- 
ity of the French Assembly, and apparently of the mass of 
people, contended that they understood better the virtues and 
dangers of an irredeemable paper money than did their most 
expert monetary economists and than did their fathers who 
utilized irredeemable currency some 70 years earlier under 
John Law. 

They were, they claimed, not despots, but real democrats, 
the true representatives of the people; they insisted that they 
were enlightened, progressive, and liberal. They ran some of 
their most expert monetary economists out of France so that 
they could pursue their so-called “enlightened” course with- 
out having their sins and stupidities pointed out by those 
uncooperative and “old-fashioned” economists. 

It was a man on horseback — Napoleon — who rode into 
power on the heels of that currency. Fortunately for France, 
he at least swept that out and instituted a gold standard and 
a redeemable currency after which France struggled painfully 
back to recovery from the devastation caused by irredeemable 
money, the Revolution, and the Napoleonic Wars. 

The sequence of events in which the use of irredeemable 
paper currencies is followed by dictators has repeated itself too 
often in this world to permit any responsible person to assume 
that we in the United States will not provide another illus- 
tration of it. 

A sound currency is perhaps the best single guarantee a 
people can have that they will not be led into Socialism or 
a governmentally-managed economy. We are waiving that 
guarantee, and we are keeping wide open this gate to Socialism. 

Now is the time to correct our defective currency system. 
We have fallen into the European practice of cheapening our 
monetary standard and of manipulating our currency, and, 
should we be engulfed in a severe depression, it seems highly 
probable that there would be an overwhelming drive for 
further devaluation of our dollar and currency depreciation 
in other forms. 


Convert NATIONAL Dest INTo PERPETUAL CONTROLS 


It is for this reason, also, that our Federal debt should be 
converted into perpetual United States Consols bearing an 
interest rate sufficiently high to induce savers to hold them, 
thus minimizing in large degree the problem which our debt 
might present should we be plunged into a severe business 
recession and depression. A third and vitally important need 
in this country is for an Anti-Socialist-pro-private-enterprise 








political party. We have no such political party and no such 
organized opposition to the Socialist trends which are per- 
sistently undermining our economic and social fabric. 

The Republican Party has not offered in recent years, and 
still does not offer, such opposition. Both major political 
parties have accepted the view that the task of each is to do 
whatever is necessary to obtain votes. The question of the 
wisdom or soundness of a proposal is altogether secondary 
in both parties to the consideration of obtaining votes. Both 
parties regard their function as that of playing a game —a 
game based upon hypocrisy, cynicism, hollow pretense, lack 
of principle and conviction, moral cowardice, the assumption 
that they must pretend to fool the people though they know 
the people realize the nature of this degrading performance. 

The terrible need of this country is for an opposition party 
to watch those in power — an opposition that will have as its 
basic principle the sole consideration that it be right, not that 
it be elected. Such an opposition needs leaders who will state 
and fight for the truth and for what it is known to be best for 
our country regardless of popular attitudes and public under- 
standing of the issues involved. It is their task to protect 
and to educate the general public as to what those in power 
are doing. 

Many government problems are completely beyond the 
ability of the mass of people to understand properly. The gen- 
eral public cannot themselves obtain the data needed ; and there 
is the further question of the ability of the majority of the 
people to analyze the data properly. It is the duty of govern- 
ment officials to use the needed facilities to gather the re- 
quired data and to see to it that they are analyzed scientifically 
by competent experts. Thereafter it is the duty of our officials 
to explain to our people what the facts and principles involved 
are and to fight for them against all odds. That is what re- 
sponsible and intelligent leadership involves. It is the duty 
of the organized opposition to see to it that these things are 
done and done properly. Once the essential facts are laid be- 
fore the people accurately and properly, they should be free to 
respond as best they can. Education is one thing ; regimentation 
is something else. 

In general we do not proceed in this manner today. Our 
so-called leaders in office simply attempt to find out what their 
constituents think they want. The opposition pursues the same 
course. 

lf our physicians should abandon the principles of their 
science and should simply ask their patients what they would 
have, we would have a situation comparable to what now pre- 
vails in the field of so-called political leadership. 

If the Republican Party cannot reconstruct itself on the 
principle of opposing what is wrong and of fighting for what 
is right — that is, if it cannot abandon its practice of simply 
trying to figure out ways to outbid the Democratic Party in 
obtaining votes, if it believes it proper and clever to go so- 
cialistic and to embrace such stultifying labels as “Liberal” 
or “Progressive” or ‘Conservative’ — then the concerned 
and responsible citizens of this country should build an organi- 
zation dedicated to truth and to constructive leadership, an 
organization designed to fight Socialism and a governmentally- 
managed economy in any form, and to preserve and develop the 
private enterprise system in this country. 

Five thousand men of integrity could build such a nation- 
wide organization. No member should be a self-server. He 
should stand fearlessly for what is known to be correct. He 
should not yield to, nor be taken in by, any pressure group, 
nor should he wrap himself in any label beyond what identifies 
him correctly as a fighter for the preservation of the private 
enterprise system as outlined so briefly and inadequately in the 
first section of these observations. 

Those men and women in both major political parties who 
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endeavor to be responsible leaders and who now, in our present 
sorry state of affairs, are in a distinct minority, would, it may 
he supposed, be happy to join an organization in which cur- 
rent conventional political practices are replaced by states- 
manship, absolute integrity, and a determination, first, to be 
right, and second, a willingness to be elected if the people 
wish to see such men and women in office. 

Both major political parties are bankrupt in so far as high 
and proper standards of leadership are concerned. Neither 
can be relied upon to serve this nation honestly or well. Both 
are working day and night to please self-seeking pressure 
yroups, and both are selling the people of the United States 
down the river to the salvery of Socialism. 

Many of our responsible and concerned citizens have been 
contributing to the support of our major political parties, hop- 
ing to get a majority of statesmen in at least one of them. 
‘There is no such majority in either party, and there is no good 
reason to suppose that there is likely to be such a majority. 

A party of statesmen needs to be built anew if we are to 
have it. It would be a new, enriching, and challenging enter- 
prise for genuine leaders in this country. It would provide the 
needed opportunity for people who have and prize self-respect, 
honesty, and statesmanship and who thus far have shown 
that they will play no other part in the performance of their 
obligations of citizenship. 

‘There are surely five thousand potential leaders of this 
type in the United States. Let.them cut themselves loose from 
our present bankrupt and degraded, and degrading, political 
parties; let them organize and constitute themselves as vig- 
orous, constructive critics and watchdogs over the demagogic 
vote-buying politicians in power. Let them not contribute a 
cent to the support of either party; let them aid only inde- 
pendent statesmen who happen to be in office and who should 
be kept there if possible. Let them fight every self-seeking indi- 
vidual and pressure group. Let them, in short, be the rescuers 


and protectors of this nation. Let them be the refuge of, and 
provide the rallying ground for, high-minded, high-principled, 
self-respecting citizens. Let them put an end to our degenerate, 
self-serving, demagogic political parties. 

Such an organized opposition to demagoguery and Socialism 
now should be able to restrain our present government and 
encourage the passage of constructive legislation until the 
battle can be fought on clear-cut lines between the Socialist 
and anti-Socialist forces two and four years in the future. 

The time to organize and to draw the line for choosing 
sides is now. No man knows what another few months or 
years may bring. We are marching steadily and rapidly toward 
the Death Valley of Socialism. Any time later than now may 
prove to be much too late. There are serious and responsible 
scholars who believe that we are following the course pursued 
by England and will be plunged into Socialism and social 
disintegration before we learn our lesson. What then? Appar- 
ently no one can know. 

These possibilities require that responsible citizens do their 
duty now. We need to dedicate our lives, our honor, and our 
fortunes, as did our Revolutionary Forefathers, to the preser- 
vation of our freedom from Socialism. 

Past generations did not work and save and invest, and 
develop, and fight, and die to pass on to us a great national 
patrimony and freedom merely to give the degenerate political 
parties of this generation an opportunity to squander this patri- 
mony and to impair or destroy the freedoms for which man- 
kind has struggled throughout the ages. 

Qur generation is the trustee of this great heritage. But, if 
we are to prove ourselves worthy and reliable custodians of 
it, let all who would aid in the fulfillment of this great re- 
sponsibility promptly organize to save this nation from those 
who feel no such responsibility and who are either indifferent 
or thoughtless or are busy undermining and dissipating our 
priceless heritage. 


Collectivism and the Modern Lawyer 


INDUSTRIAL DEMOCRACY MUST BE PRESERVED 
By JOSEPH C. O MAHONEY, United States Senator from Wyoming 
Delivered on the Occasion of the Twentieth Anniversary of the Boston College Law School, Boston, Mass., April 26, 1949 


OLLECTIVISM is a manifestation of modern indus- 
trial develpment. Unless, quickly appraised and stand- 
A ardized in the American tradition of individual liberty, 
it threatens to undermine the foundations of free society and 
subject mankind to a world-wide tyranny more complete and 
cruel than any that ever existed. It is to the contemplation of 
this prospect that I invite the attention of the medern lawyer. 
We are confronted by the greatest challenge freemen ever 
encountered. Civilization can endure neither a third world 
war nor another depression here. Neither men nor nations 
have recovered from the Second World War. Meanwhile, 
business leaders and Government leaders stand around help- 
lessly wondering if we stand on the brink of economic col- 
lapse, but hesitating with pitiful indecision to use the power 
of Government to prevent it. There has been no comparable 
crisis since, in the decade before the Civil War, political lead- 
ers in Washington, lacking both vision and courage, wasted 
their energies in futile debate over half-measures, unwilling 
to take the strong action that would save the Union. When 
the issue could no longer be dodged, it had to be settled by 
the bloodiest war ever tought — until that time. 
‘The modern. American lawver can prevent another such 





crisis, but only if he is willing to face facts as they are and 
measure them by the standards of human liberty to which our 
people have always been devoted. 


THE DANGER ABRAHAM LINCOLN SAW 


Let us consider the opening sentences of the immortal ad- 
dress of Abraham Lincoln at Gettysburg in 1863: 

‘‘Fourscore and seven years ago,” said the Civil War Presi- 
dent, “our fathers brought forth on this continent a new Na- 
tion, conceived in liberty and dedicated to the proposition 
that all men are created equal. Now we are engaged in a great 
Civil War testing whether that Nation or any nation so con- 
ceived and so dedicated can long endure.” 

The danger Lincoln saw was twofold: First, that the Re- 
public by being split asunder would be unable to defend itself, 
and second, if that it could be split upon the slavery issue, 
the great ideals of freedom and equality which had inspired 
the Declaration of Independence and the Constitution would 
have received a mortal blow. The danger now is that class 
conflict may rend the Republic and that freedom may then 
become the victim of arbitrary collectivism. 

‘The threat to popular sovereignty is greater now than it 
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was four score and six years ago when Lincoln spoke. Eco- 
nomic life then was still essentially local and individual. Now 
it is essentially national and corporate, so that the masses of 
the people can no longer control the decisions which shape their 
economic life. Those decisions are made for them, rather than 
by them. Their economic destiny is controlled by the man- 
agers of organized groups instead of by themselves as individ- 
uals. Local authority has been disappearing and central au- 
thority expanding while over a large part of the world the 
ideology of the authoritarian state has supplanted the ideology 
of free government. 

Lincoln was confident that if the Union could be preserved, 
liberty would be safe. The Union was preserved. It was never 
stronger than it is now, but liberty is in greater danger than 
ever because a cult has developed that democracy has been 
outmoded, that the forces of nature, released by science, are 
beyond the grasp of the masses and therefore that the people, 
instead of governing themselves, must be governed — in other 
words, that they must be told what to do. 


THE ProvetariAT Has DEVELOPED 

This is the conflict which every modern lawyer must clearly 
appraise if he desires to devote his talents to the preservation 
of what we call the American way of life. The danger to our 
institutions is more ominous because it has so to speak, caught 
us unawares. We seem not to have perceived that the dictator- 
ship of the proletariat could not exist unless there were a 
proletariat, that is to say, a significant segment of the popu- 
lation unable to support itself by its own efforts. Even though 
a man may be politically free, he is only half free if, at the 
same time, he is dependent upon some other man or group of 
men for his economic existence. This is the situation which 
has developed in our time, right here at home as well as 
abroad. 

Every lawyer knows how deeply rooted in our system is 
the purpose to protect the economic freedom of the worker. 
There is no State in the Federal Union which does not exempt 
from execution for debt the tools by which a man has been 
accustomed to carry on his trade. The principle was set forth 
by Coke, one of the great masters of the common law in the 
quaint language of his time as follows: 

“Thou shalt not take the nether nor the upper millstone to 
pledge, for he taketh a man’s life to pledge ; whereby it appear- 
eth that a man’s trade is accounted in his life, because it main- 
taineth his life; and thereby the monopolist that taketh away 
a man’s trade taketh away his life.” 

Few indeed are the men who now own the tools of their 
trade. Mass production and the assembly line have made the 
workers dependent not upon the tools they carry in their kits, 
but upon giant machines which can be owned only by organized 
capital, and organized capital nowadays is chiefly only col- 
lective economic enterprise, that is to say it is furnished by 
thousands through the sale of corporate stock. Thus it is that 
40 percent of all industrial workers in the United States are 
employed by only one-tenth of 1 percent of all the employers, 
and 52 percent are employed by only eight-tenths of | percent 
of all the 3,400,000 industrial business enterprises in the coun- 
try. Thus it becomes plain why we here in the United States 
who set so much store by rugged individualism find that the 
collective ownership of the tools of trade and industry has 
made collective bargaining inevitable. This is why I say eco- 
nomic collectivism has taken us unawares. 


Economic CoLLectTivism ts Here 


The modern lawyer owes an obligation to himself and to 
his community correctly to appraise these forces, for economic 
collectivism leads directly to the authoritarian state. How 
easy it is to condemn big government without realizing that 









big government is only the result of the economic conditions 
under which we live. Regulation of business has always been a 
recognized function of government, both at common law and 
in colonial times. When business was predominantly local, 
government regulation was local. When business became na- 
tional, regulation became national. When that happens, the 
people are no longer able to observe precisely what is going on 
either in management or in government, no matter whether 
they are the nominal owners of business or its customers. 

How these conditions produce authoritarianism may readily 
be illustrated by a few examples. We have learned not to shud- 
der at the thought of collective bargaining in the field of 
labor, and I presume nobody in Boston displays much alarm 
at the thought of the Boston Port Authority, although it is not 
an example of the town meeting plan. Like the Port of New 
York Authority, it exercises broad powers of regulation and 
control that only a few years ago would have been regarded 
as foreign to our system. The executive secretary of the North- 
west Marine Terminal Association defended the authority 
idea plan a few years ago upon the ground, as he put it, that 
“the marine terminal industry should be regulated for its own 
benefit and to protect those in the industry against their own 
and their competitors ill-advised actions.” 

Before we denounce the expansion of big government, there- 
fore, we must first open our minds to the fact that it is not 
self-generating but is only the inevitable outgrowth of condi- 
tions which themselves are the product of the remarkable 
advances of science and invention within the last 50 years. 
The Interstate Commerce Commission, the Federal Trade 
Commission, the Federal Power Commission, the Securities 
and Exchange Commission, the Civil Aeronautics Board, the 
Communications Commission, the Reconstruction Finance 
Corporation, and the National Labor Relations Board are only 
a few of the agencies of big government at Washington which 
have been produced solely by the fact that the collectivist econ- 
omy in which we live left to Congress no alternative but to 
create them. Debates in the congressional halls do not involve 
the issue of the existence of such commissions and agencies, 
but only whether or not they shall be given sufficient authority 
and money to operate effectively in the public interest. ‘The 
controversies which fill the headlines seldom have anything 
to do with the essential issue of whether or not we shall have 
big government but only over the degree to which it shall be 
supported. Only last week the Senate debated the Federal 
public housing bill for days, but when the final vote was cast 
only 13 Members of that body voted against it. The attack 
on the measure was by indirection. 

These regulatory boards and commissions, the operations of 
which are the cause of so much current criticism of govern- 
ment, were created only because the business and industry of 
our time have outgrown the local and State boundaries within 
which our fathers and grandfathers lived out their lives con- 
tentedly. ‘The railroads, the telephone and telegraph lines, the 
waves of ether through which radio communication passes, 
the stratosphere through which the airplane flies, all these 
have utterly changed the world in which we live, and because 
these instruments of trade and commerce and communication 
can be built, operated, and maintained only by the collective 
activity of millions of workers and hundreds of thousands of 
investors, the public interest can be safeguarded only through 
the exercise of regulatory authority by the Government at 
Washington. 


THe BatrLte BEHIND THE SCENE 


No political party seeks to destroy these boards and commis- 
sions. The battle now is waged behind the scenes to make them 
defenders of special interests rather than custodians of the 
public interest. It was a great Massachusetts lawyer, after- 
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ward Attorney General in the Cabinet of Grover Cleveland, 
who very lucidly described the technique now so often followed 
by the collectivist economic interest which resist regulations. 
President Perkins, of the Chicago, Burlington & Quincy 
Railroad, who was disturbed lest the Interstate Commerce 
Commission should cause trouble for the railroads, wrote to 
Richard Olney asking his advice as to how to bring about the 
elimination of the Interstate Commerce Commission. Thus 
replied Mr. Olney: 

“My impression would be that, looking at the matter from 
a railroad point of view exclusively, repeal of the Interstate 
Commerce Act would not be a wise thing to undertake * * * 
The attempt would not be likely to succeed; if it did not 
succeed, and were made on the ground of the inefficiency and 
uselessness of the Commission, the result would very probably 
be giving it the power it now lacks. The Commission, as its 
functions have now been limited by the courts, is, or can be 
made, of great use to the railroads, at the same time that that 
supervision is almost entirely nominal. Further, the older such 
a commission gets to be, the more inclined it will be found to 
take the business and railroad view of things. It thus becomes 
a sort of barrier between the railroad corporations and the 
people, and a sort of protection against hasty and crude legis- 
lation hostile to railroad interests. * * * The part of wisdom 
is not to destroy the Commission but to utilize it.” 

It is one of the serious defects of government by boards or 
commissions, particularly when such a board or commission 
has discretionary powers, that the law itself may be changed 
merely by changing the personnel of the commission. A com- 
placent member can easily fall into the habit of taking “the 
business view of things,” as Mr. Olney expressed it. “The 
business view of things’ does not necessarily mean the eco- 
nomic or the efficient view of things, but rather only the view 
which is taken by the managers of the great economic enter- 
prises which have outgrown regulation in the public interest, 
by local government authority, and which, if they are to be 
regulated at all, must be regulated by the authority of the 
central government. 


Justice BRANDEIS AND THE GIANT CORPORATION 


This fact illustrates why it is so important for the modern 
lawyer to recognize the difference between individual business 
enterprise as known to our grandfathers and collective busi- 
ness énterprise as known to us. If we are to escape political 
collectivism, the first essential step is to make sure that eco- 
nomic collectivism shall not gain control of the public author- 
ity. The contrast between these two forms of enterprise has 
nowhere been made more clear than by another great Massa- 
chusetts lawyer, Mr. Justice Brandeis, who, in his dissenting 
opinion in Liggett v. Lee (288 U.S. 517, 566) described the 
concentration of economic power as the “negation of industrial 
democracy.” 

“The typical business corporation of the last century,” 
wrote Justice Brandeis, “owned by a small group of individ- 
uals, managed by their owners and limited in size by their 
personal wealth is being supplanted by huge concerns in which 
the lives of tens or hundreds of thousands of employees 
and the property of tens or hundreds of thousands of 
investors are subjected, through the corporate mechanism, 
to the contro! of a few men. Ownership has been separated 
from control; and this separation has removed many of the 
checks which formerly operated to curb the misuse of wealth 
and power. And as ownership of the shares is becoming in- 
creasingly dispersed, the power which formerly accompanied 
ownership is becoming increasingly concentrated in the hands 
of a few. The changes thereby wrought in the lives of the 
workers, of the owners and of the general public are so 
fundamental and far-reaching as to lead * * * scholars to 


compare the evolving ‘corporate system’ with the feudal sys- 
tem ; and to lead other men of insight and experience to assert 
that this ‘master institution of civilized life’ is committing it 
to the rule of plutocracy.” 


Justice Brandeis was describing the collectivist corporation 
which, in our time, has become the most significant aspect of 
our whole economic structure. With hundreds of thousands of 
employees and hundreds of thousands of stockholders who 
exercise little or no control over either the policies or prop- 
erties of the corporation, these organizations are dominating 
a steadily increasing segment of the industrial and commercial 
activities of the whole Nation. They affect the lives not of the 
people of one city or one State, but of the people of the entire 
United States. Their managers may and do determine by 
their private decisions how much of a given commodity 144,- 
000,000 people may have and the price they may pay for it. 
Frequently these organizations are members of international 
cartels which divide among their associates the trade and com- 
merce of the whole world. There are instances too numerous 
to mention in which these organizations have regulated pro- 
duction, divided territory, fixed prices, and eliminated compe- 
tition without the slightest authority of government. Some of 
them are so great that they sit down as partners in business 
enterprises of world-wide scope with the imperial governments 
of foreign nations. 


In very truth, they have become economic governments. 
They turn on and off the supply of goods on which all com- 
merce depends. They make compacts in interstate and foreign 
commerce of which no public authority has any knowledge. 
Their international cartel agreements have frequently been 
more far-reaching in effect than formal Government trade 
agreements over which the Senate sometimes spends weeks of 
debate in committee and on the floor. 


The Constitution gave to Congress the plenary power “‘to 
regulate commerce with foreign nations, and among the several 
States.” It is precisely this commerce which is now in an ex- 
cessively great degree regulated by huge corporate enterprises 
created by the States. The same Constitution which gave Con- 
gress the commerce power provided that no State should, 
without the consent of Congress “enter into any agreement 
or compact with another State or with a foreign power.” Yet 
corporations created by the States exercise a power in the field 
of interstate and foreign commerce which is denied to their 
creators. All this is because as lawyers we have not distin- 
guished between the rights of the natural person, created by 
God, and the rights of the artificial corporate person created 
by the States. 


MANAGEMENT IN BUSINESS AND GOVERNMENT 


When such corporations were owned and managed by the 
same persons, it was easy to disregard the difference. Now, 
however, when ownership and management have been so sig- 
nificantly separated in the giant interstate and international 
corporations, failure to recognize the difference results in the 
acquisition by managers of economic powers greater than were 
ever before exercised by a few men at the top. 


This is the condition which has made economic collectivism 
the distinctive mark of this era. This is the condition which has 
produced the basic problem the modern lawyer must solve 
if he intends to contribute to the preservation of individual 
economic freedom and popular sovereignty in an era which 
needs and must have the services of the modern giant cor- 
porations. 

When the political system is controlled by the people in the 
traditional American way but the economic system is con- 
trolled by management at the top, the forces are set in motion 
which give rise to management in government also. When 
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economic management shall have led to political management, 
the people will have lost self-government in both fields. 

What then are we going to do about it? Our objective 
should not be to atomize big business any more than it should 
be to weaken the people’s government in Washington. Rather 
it should be to make them both more responsive to the will of 
the people. If we would preserve democracy in government, 
we have no choice but to preserve industrial democracy. If we 
would escape regimentation by government — and we cer- 
tainly should — we must first escape regimentation by business 
management. If private capitalism would save itself, then it 
must first help to save democracy. , 

The one thing needful is the rule of order that will pre- 
serve the ideal of popular sovereignty in business organization 
and political organization also. The opportunity of the lawyer 
and the challenge now presented to him is to help write this 
rule of order for the economic organization through which 
modern business must operate. 

It was the failure to produce such a rule of economic democ- 
racy that produced the disaster that befell Europe. Economic 
collectivism led directly to political collectivism. Self-govern- 
ment began to disappear. Totalitarianism took its place. Free- 
dom died wherever totalitarianism took over, and the indi- 
vidual, politically, economically, and even spiritually became 
the pawn of the state. 


An Economic CONVENTION NEEDED 


To prevent such a disaster here, to preserve our heritage 


of liberty, we need no punitive program. We need only a pre- 
ventive program. We need an economic convention now as 
much as the people of the newly liberated colonies needed the 
constitutional convention. Such a convention, made up of 
representatives of business and labor and agriculture, repre- 
sentatives of the consumers and the professions, representatives 
of the geographical areas and experts who know the nature 
of our natural resources, would be competent to do the job that 
is needed. And the lawyers of America who remember that 
60 percent of the constitutional convention in 1787 was made 
up of members of their profession will be eager to make their 
talents available for the solution of the great modern dilemma 
of human freedom. 

Pray God that we may not delay too long. It is my firm 
conviction that the policy of the Kremlin is not based on any 
plan to make war upon the United States. It is based upon a 
conviction that because of cupidity, the leaders of capitalism 
cannot avoid a depression. The Communists are waiting for 
economic collapse in the United States. Such a collapse here 
would mean that the whole world would fall into the lap of 
Communism. 

This, then, is the challenge of our time to the modern 
lawyer. He has the training. He has the knowledge. Surely 
he must have the inspiration in this crisis of world civilization 
to provide the leadership so sadly needed by mankind every- 
where, leadership that will preserve political liberty by restor- 
ing economic freedom. Without it, peace and prosperity in 
our time could be the most tragic illusion of all human history. 


The Life Insurance Company in the 
American Economy 


A GIGANTIC POOLING AND REDISTRIBUTION SERVICE 


By CARROL M. SHANKS, President of The Prudential Insurance Company of America, Newark, N. J. 
Delivered at the Sixty-seventh Annual Banquet of The Chicago Real Estate Board, Chicago, Ill., May 4, 1949 


EALTORS and life insurance companies have many 
things in common. Both make essential contribu- 
tions to the security of the family and the home. 

Both have a long and honorable record of service to both 
large and small businesses, to industry and to farmers. Both 
depend upon the thrift, initiative and self-reliance of the 
individual. Neither can survive in a political or economic 
climate which strangles or extinguishes these fundamental 
American qualities. In common with the nation generally, 
each flourishes only when there is a continuing flow of capi- 
tal, supplied by the savings of the people, into plant and 
equipment for industry, the farmer, the home owner. 

The life insurance company is a sales and service organi- 
zation which accumulates reserves and hence has funds to 
invest. It performs a gigantic pooling and redistribution 
service. It is not a creator of wealth as such, although the 
effect in the individual case may be the same. Any well- 
rounded discussion of the life insurance company in the 
American economy would devote considerable attention to 
the primary function of the sale and servicing of insurance 
and its bearing on many phases of our national life. Time 
will not permit of this, however, and I will devote myself 
in the main to the investment aspects of the business. 

The funds which a life insurance company holds for in- 
vestment represent self-respecting dollars which are accumu- 
lated through the sweat and self-denial of the thrifty part 


of our population. These funds are directed into all parts 
of the American economy, wherever located geographically 
or in whatever segment or portion of our economy. They 
flow wherever there is a call for capital. We can respond 
to the call but cannot create it. The call must arise from 
prevailing economic and social factors in the nation or in 
some particular area, which encourage private initiative and 
the expansion and improvement of our national plant. A 
substantial part of these funds is invested by us in real estate 
mortgages. Thus private capital is provided for financing 
the construction and purchase of homes, apartment houses, 
stores, office buildings, factories, farms—in fact, all the 
types of real estate you buy, sell and manage. 

During the ’30s when we became the unwilling owners 
of much real estate, you managed and sold it for us—and 
did a fine job. Speaking for one company, you will continue 
to manage and sell real estate we may acquire. Seme of you 
represent insurance companies as mortgage loan correspond- 
ents. Most of you have occasion to place mortgage loans or 
other types of financing with insurance companies in the 
normal conduct of your business. All of you benefit by free 
competition between local and national lenders, in which 
insurance companies play an important part. Anything de- 
signed to harm or hamper insurance companies in their 
operations is likely to have its repercussions on your busi- 
nesses—right here in Chicago. 
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(Jur skyscrapers and our homes have all been made pos- 
ble by the vision and initiative of real estate people like 
ou, working in close cooperation with private capital under 
our system of free enterprise. The job we have done to- 
vether isn't perfect in all respects. ‘There is room for im- 


provement and always will be. Nevertheless, the job we 
have done together is the best that has been done anywhere, 
ny time, under any system. Your services are necessary to 
is and to the public—and we believe that our welfare is 
portant to you and to the country. 
Measured by any yardstick you choose, this country of 
rs is great great not only in size but in the opportunity 
offers to anyone who is willing to work and who has the 
ion and courage to stand on his own feet. ‘This oppor- 
tunity is a rich heritage that we as Americans wish to pass 
m to our children. One of the characteristics of the ex- 
anding economy of the United States has been the develop- 
nt ot large corporations—in life insurance and in most 
ier types of business—which have grown with the country 
n direct proportion to their ability to serve the people 
stly and efficiently. Because of the necessity of accumu- 


ing reserves to back up their policies, life insurance com- 
inies venerally tend to be relatively large companies—assets 
vise. ‘This makes them natural targets for those who profess 

fear corporate size per se as something which may harm 
ociety. Blinded by their ideology, they automatically reject 
the mass of evidence widespread before them that a company 
in grow and prosper without ruthless exploitation, unfair 
ompetition or sharp practice in business dealings. In our 
resent day scheme of things, no corporation—large or small 
could survive long without the confidence and approval 


if the public. Smallness in itself is no guarantee of cor- 
porate virtue. What the critics forget is that this country 
never would have achieved the greatness it now enjoys with- 
wit’ large corporations properly conceived, regulated and 
nanaged. Nevertheless, some people apparently feel that any 
responsible tirade against business is mighty good politics— 
particularly if the business happens to be big. You gentlemen 

realtors have every reason to know all about such badger- 

in considering the place of the life insurance company in 
the American economy, let’s look briefly at this question of 
ize and growth. In the case of the company which | repre- 
ent—as in the case of its sister companies almost without 
exception—the present size is the result of natural growth— 
t product of its eftorts over nearly 75 years to serve people 
who needed and wanted its services. In addition to its in- 
surance service, it supplies—widespread all over the United 
States and Canada—capital and financing for people in all 
walks of life. We are not a company of the East or the 
West, but a truly national company oitering our facilities 
to all communities. 

‘The United States is growing and has grown very rapidly 
in the past 25 years. The needs of a population of about 114 
million people under conditions as they existed 25 years ago 
are very different from those of today’s population of about 
148 million people living under entirely different conditions, 
ind with a vastly expanded income. For example—where 
we were building two-lane highways 25 vears ago, today we 
are building six- or eight-lane highways to carry the auto- 
mobile trafthe—and in some places we must find ways to go 
bevond that. 

With this in mind it is fallacious to say that life insurance 
companies, and particularly the large companies, are growing 
too fast as compared to the financial needs and growth of 
the country as a whole. As a matter of fact, they aren't 
keeping abreast of their job. In 1925 the total life insurance 
in force was $2,400 per family. ‘his was 89° of one year’s 





average income. Twenty-three years later, in 1948, the life 
insurance in force per family was $4,800—and this was 
only 86% of one year’s family income. Does that impress 
you as being a dangerous rate of growth? Neither 86% nor 
89° of one year’s income is sufficient for the insurance 
needs of the average American family. 

flow about assets? Over the ten-year period, 1937-47, 
the increase in all life insurance assets was about 100%. 
Individual savings other than those in lite insurance in- 
creased 32047. ‘The increase for the single item of time 
deposits in banks has approximately equaled the increase in 
insurance company assets. From these figures 1 draw the 
reasonable but regrettable conclusion that insurance com- 
panies have not grown along with the growth of thrift in 
the nation to the same extent as other thrift institutions. 

Are the larger companies holding their position in the 
total growth of the life insurance company business? The 
figures show that they are not. Over-the past ten years there 
has actually been a decline in the Prudential’s percentage 
of all the new business written, and this is also true in the 
case of other large companies. For example: in 1937 the 
Prudential wrote slightly less than 18% of the total new 
business for that year. In 1948 we wrote only 11.9% of 
the total of new business written. We did not do a poor 
job nor did our sister large companies—in fact we all did a 
good one—but the change was brought about by gains made 
by newer and smaller companies (which smaller companies 
seem to be doing very well for themselves) despite the com- 
petition of the large companies. We think this is a healthy 
state of affairs. 

What about the distribution in growth of life insurance 
assets? Because ot the large number of older policies on 
their books, the older companies tend to accumulate reserves 
and assets at a faster rate than do those more recently or- 
ganized. “lake my own company, which is in its 74th year. 
In 1937 its assets amounted to 13.7% of the total assets of 
all life insurance companies. Ten years later this figure 
had increased to only 14.2°¢, in spite of the tendency just 
referred to. Again this is a reflection of the number of new 
life insurance companies which have entered the field, and 
the increasing proportion of business being done by these 
and other smaller companies. 

‘Two things are clear: first, the life insurance industry 
has not fully maintained the average life insurance coverage 
per family in terms of the purchasing power of the dollar; 
second, the larger companies are tending to write a pro- 
gressively smaller percentage of total new business. It is a 
matter of regret to me that the companies—large and small 
—have not further increased their writings. The economy 
of the country would be stronger if more life insurance were 
outstanding. 





What control do life insurance companies exercise over 
our economy—and what means do they have to exercise any 
such control ? 

Distribution of assets among the various types of invest- 
ments will differ from company to company. - However, it 
is probable that ninety per cent or more of total assets in 
any case will be distributed in varying degrees among three 
major forms of investment: (1) Government bonds, (2) 
other bonds and stocks, and (3) real estate mortgages. Much 
smaller percentages of assets will be found in policy loans, 
real estate, cash and miscellaneous items. 

To the extent our assets are made up of Government 
bonds, it seems to me that there can be no possibility of any 
economic domination whatsoever. The same is true in re- 
gard to the relatively small part of our assets which is rep- 
resented by policy loans. 

The corporate securities likewise in my opinion do not 
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offer or afford any economic power on the part of life insur- 
ance companies. As a matter of policy in the Company 
which I represent (and true, | believe, with the other com- 
panies) we do not seek to place directors on the boards of 
borrowing corporations. Except for the relatively small 
holdings of certain publicly distributed stock issues, none of 
our holdings of corporate securities entitles the Company 
to any voting power or managerial voice in the business un- 
less there shall have been a default or other breach of con- 
tract. I believe this also is true throughout the industry. 
So long as the contract is carried out by the borrower, the 
Company has no voice in management. It is essential, how- 
ever, that we be in position to protect the interests of the 
policyholders in the event of default. Protective provisions 
are generally used in corporate security agreements whether 
the securities are publicly distributed or the loan is placed 
directly. Such machinery is used by life insurance companies 
solely to protect the interests of their policyholders—which, 
of course, is a primary obligation of management. But, you 
may say, in the event of default isn’t it conceivable that an 
insurance company might be obliged to have some voice in 
management to protect its policyholders. The answer of 
course is “Yes’—but I think the record shows conclusively 
that where such situations have occurred, insurance com- 
panies have not sought to retain its voice in management any 
longer than was absolutely necessary for the protection of 
the invested capital. ‘The corporate management, if it does 
not agree, always would have access to the courts which 
could take over the management of the company. 

You may have heard or read some discussions in regard 
to the so-called direct placements of security issues. ‘There 
is nothing new about this. It is as old as any form of lending 
where the dealings are directly between borrower and lender. 
It has been engaged in by insurance companies for many 
years. Its recent popularity in competition with other 
methods of investment placement is a clear indication that 
it is both desired and needed by American industry as a 
whole. In numerous instances, of course, such issues are 
brought to us by investment bankers acting for the borrow- 
ing company. Some of the advantages of a direct placement 
are: it is less expensive; it is easier to administer from the 
point of view of both borrower and lender, and more flex- 
ible from the point of view of the borrower; it makes pos- 
sible more effective covenants for the protection of the 
lender, and yet the borrower can receive adjustment in the 
covenants more easily if need arises; and it affords an oppor- 
tunity to obtain necessary financing on reasonable terms to 
many industries, particularly small ones, to which other 
financing media are not available or adequate. It is our 
feeling that sound, small companies in small communities 
should have as ready access to investment funds as their 
larger competitors. There are many small, sound, well 
managed companies which are certainly entitled to credit 
beyond the means of their local banks and communities. A 
company such as the one I represent can and does provide 
such credit through direct placement in a manner which 
would not be practical were there a large number of lenders 
supplying the capital. Direct placements are not, of course, 
a substitute for other means of financing. Most borrowers 
will continue to be served by other financing media—but in 
those cases for which they are suited, and where both bor- 
rower and lender prefer them, direct placements represent 
a real and advantageous contribution to our economy that 
should not be discouraged. 

What about mortgage debt? What are the possibilities 
of life insurance companies exercising undue influence 
through such investments? 

In 1925 the total mortgage debt in the United States in 


round numbers was around $32 billion. All life insurance 
companies held 15.2% of that total, and the Prudential 
held 2%. At the end of 1947 the total mortgage debt was 
about $45 billion. Of the total amount all life insurance 
companies combined held less than 20°¢—and the Prudential 
only 2.8%. Over 80% of the mortgage debt was held then 
and is held now by commercial and savings banks, building 
and loan associations, and others. As you gentlemen know, 
competiticn among mortgage lenders has been and is very 
keen. The possibility of any one lender or group of lenders 
dominating this field of investment is extremely remote. So 
far as any one insurance company is concerned, it is obvi- 
ously an impossibility. 

It is not my purpose to talk about any one company. 
However, | know my own Company figures best, and | 
want to give a few of them as illustrative of what life in- 
surance does in our national economy. Our own mortgage 
loan account is sizable. It consists of approximately 222,000 
individual mortgages totaling approximately $1 billion $765 
million. These loans, which average less than $8,000, cover 
a very wide range of securities located in over 5,000 dif- 
ferent communities in the United States and Canada. It 
has been and is our basic policy to make mortgage credit 
available in all sections of the country and Canada where- 
ever possible—reinvesting premium dollars back in the com- 
munities from which they come. In order to accomplish this 
we have established 28 mortgage loan branch offices with a 
number of sub-offices, which cover the two countries. ‘These 
offices are set up to handle all types of real estate loans— 
city loans, farm loans, suburban loans, loans on industrial 
plants, etc. They also provide other financial services to 
large and small business in cooperation with our Bond De- 
partment. Last year we approved new mortgage loans 
amounting to $740 million. A very large portion of this 
amount represented loans made on homes to provide needed 
housing in all sections of the country. Since the passage of 
the Servicemen’s Readjustment Act, we have approved loans 
to over 40,000 individual G.I.’s which have enabled them 
to purchase homes. We now have on our books loans to 
over 32,000 individual farmers. 

Our largest mortgage loan? It isn’t in New York City. 
It isn’t in the East. As a matter of fact, it is a loan of $23 
million in Cincinnati. Our second largest mortgage loan is 
in Chicago. The more we can lend here, the better we will 
like it. 

As I stated previously, our average mortgage, including 
those on large office buildings and commercial securities, is 
less than $8,000. To me that doesn’t suggest any possi- 
bility for economic control. It does suggest a conscientious 
job in providing financial services to the small people in 
this country who need and should have it. 

There is another aspect of mortgage lending in which 
size and strength have served the interest of the individual 
borrower and the country. During the last depression many 
worthy borrowers temporarily were unable to meet the con- 
tract payment on mortgages we held on their homes and 
farms. A less strong creditor would have been unable to 
extend the leniency we did extend to deserving borrowers. 
Despite this leniency, we were obliged to acquire a consider- 
able number of properties. A less strong creditor might 
have been compelled to dump these distressed properties on 
an already crumbling market at cut rate prices—thus fur- 
ther depressing values. We were able to avoid this. We 
pursued an orderly process of liquidation and, as a matter 
of record, re-sold many of the foreclosed properties back to 
the owners at cost without cash payments and on liberal 
terms—thus enabling them to regain their properties. There 
are many letters in our files from people who were thus 
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aided and who have not forgotten that fact. In the life in- 
surances business we deal with family and human relations. 
Our policy of treating with our borrowers must be and 
consistently is conscious of the individual’s problems. 

Investment statutes in various states in the last few years 
have been amended to permit insurance companies to buy 
certain types of income-producing real estate for their 
investment portfolios. Under the New Jersey law we are 
permitted to invest a maximum of only 5% of our assets 
in such real estate—including housing but excluding Home 
Office buildings. In four years we have bought only a small 
fraction of that amount. The entire 5% would be the 
equivalent of only about one-half of the mortgage loans we 
approved in 1948. That comparison throws the matter of 
real estate ownership by life insurance companies into proper 
perspective. I believe that real estate holdings by life com- 
panies will always be relatively minor and not of much 
significance in our economy. 

In my view, the life insurance companies, in their role 
of channeling capital into productive developments through- 
out the country, have a real and lively obligation jointly 
with the realtors of our nation to work toward the stability 
and building for permanence of our communities. This is 
true whether in the field of industrial building, commercial 
development, or housing. ‘The more we study the plans for 
development of our cities throughout the country, study the 
housing situation which is to the forefront in many places, 
and consider the difficulties incident to insurance company 


ownership, the more we become convinced that our best 
contribution to the solution of these problems, in most cases, 
can be made through our traditional role as a mortgage 
lender. Thus, we can provide funds for the construction of 
small homes, apartments and large housing projects by ex- 
perienced local private builders and real estate men who 
have the know-how to get the job done. 

Our contribution in this respect has not been inconsider- 
able. At the end of last year, dwelling units covered by 
Prudential mortgages were sufficient to house the combined 
population of Memphis, Tennessee, Louisville, Kentucky, 
and Portland, Oregon. Many of these were in large multi- 
family projects. Our sister companies likewise have great 
coverage. 

What I have told you tonight, I believe indicates a very 
real contribution to the national economy by the large and 
the small insurance companies. We are service organiza- 
tions, primarily, offering the means of preparing for the 
future in the form of life insurance and, in addition, render- 
ing a necessary service to the people of the United States 
and Canada by putting money to work in sound, productive 
places. ‘This may be in the financing of a home, furnishing 
the money for improvements on a farm, or making loans to 
business to increase productivity and provide employment. 
Our service to the public calls for an industry great in num- 
ber of companies and great in assets. The only question is 
whether our tools are equal to the job—but we will bend 
every effort to see that they suffice. 


Basic Principles of Canadian Foreign Policy 


RELATIONS WITH COMMONWEALTH AND UNITED STATES 


By 1. NORMAN SMITH, Associate Editor, The Ottawa Journal, Ottawa, Canada 
Delivered at the University of Colorado, Boulder, Colorado, May 12, 1949 


AY I begin simply by expressing my delight and 
amazement at your curiosity and your long reach. 

When I told friends and government people at home 

that this University had asked to hear a talk about Canadian 
foreign policy they were genuinely pleased. That you should 
have reached all the way to Ottawa for your speaker flat- 
ters me as much as it frightens me — and that is considerable. 

1 presume your selection of a newspaperman to make this 
talk means that you want it done in broad general strokes 
and reasonably matter-of-fact. If you'd wanted a learned 
-analysis of details you’d have chosen an expert from what 
you'd call our State Department. If you’d wanted an inspiring 
call-to-arms in defense of our common ideals you'd have 
chosen one of our orator-statesmen. 

Comforted by the knowledge, therefore, that I may stay 
within my limitations and pretend neither to erudition nor 
oratory — I shall go ahead as simply as I may. 

First, let's understand that by foreign policy I do not mean 
a definite course of action plotted out by Canada as to what 
will be done in any given set of circumstances. We don’t have 
blueprints of long term strategy like that. Nor do you. We 
don’t need to wonder why. It is one of the glories and weak- 
nesses of democracies. Our policies are to look at things when 
they come up and act on them as our people decide. 

When I speak of Canada’s foreign policy, then, I mean 
rather a broad political sagacity or prudent conduct which 
has been created by our history, by our geography, by our 
economics and by our ideals and aspirations. These factors 
will combine to determine our decisions. If we examine them 
with care we may know where we're going. 








The five basic principles of Canada’s foreign policy were 
outlined not long ago by Mr. Louis St. Laurent who was 
then in charge of our foreign policy and is now our Prime 
Minister. 

The first was that our foreign policies should not destroy 
our unity. No policy could be regarded as wise which divided 
the people whose effort and resources must put it into effect. 
This applied not only to our joint French-English culture but 
to sectionalism or regionalism of any kind. A disunited Canada 
could play no prosperous or helpful role in world affairs. 

The second basic principle was the preservation of our 
political liberty, an inheritance from our French and English 
background. We distrust and dislike governments which rule 
by force and suppress free comment. We know that stability 
is lacking where consent is absent. Moreover, we have learned 
that a threat to political liberty anywhere is a threat to our 
own way of life. 

The third basic principle was respect for the rule of law 
in national and international affairs. The first great victory 
on the road to freedom was the establishment in early modern 
times of the principle that both governments and peoples were 
subject to the impartial administration of the courts. Canada 
has shown always a concrete willingness to accept a broaden- 
ing of this principle that would create international law, 
international tribunals and international arbitration. It is still 
a distant goal, but Canadians are ready to sacrifice a measure 
of sovereignty to its attainment. 

The fourth principle was devotion to the values of a Chris- 
tian civilization. These values lay emphasis on the importance 
of the individual, on the place of moral principles im the con- 
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duct of human relations, on standards of judgment which 
transcend mere material well-being. These need no elabora- 
tion to an audience such as this. 

The fifth and last principle was the acceptance of inter- 
national responsibility in keeping with our conception of cur 
role in world affairs. We are convinced that security for 
Canada lies in the development of a firm structure of inter- 
national organization. I hope to show you a little later on 
that particularly in this principle are we prepared to practice 
what we preach. 

* * «*# 

Now let’s take a look at how Canada might have carried 
out those principles in the past. We have been at war during 
ten of the last thirty-five years. 

We fought in the first great war from beginning to end. 
We did this not just because Britain was in it but because 
from the very beginning we knew it was a war against us and 
all the things we stood for. One in thirteen of our population 
enlisted, or 614,452. Sixty thousand were killed and another 
150,000 were wounded. 

Between the first and second great wars our record was 
no more inspiring than that of the other democracies. We had 
what Churchill called the locust years. True, we put our 
small bit into the League of Nations but that was moribund 
for greater reasons and its failure while as much our fault as 
any others’ was no more our fault. 

The second great war we fought from the beginning to the 
end; again, not just because Britain was in it but because we 
knew beyond peradventure that it was a war against us and 
all the things we stood for. J hope you will see that as clearly 
as we see it. Nothing can be more unreal than the occasional 
muttering in these United States that Britain cracked the 
whip and Canada went to war — not once but twice — on 
orders from Downing Street. It reveals not only pathetic 
ignorance of our constitutional relationship with England but 
of our country and our people. In that second great war our 
total enlistment was 1,087,000 or one in every ten of our 
population. In that second great war, too, we did pretty well 
in the supplying of foodstuffs and munitions — in fact we 
became quite an arsenal. 

Then came the peace, and even before it the gathering in 
San Francisco to create the United Nations. Canada has been 
a vigorous member of UN from the beginning. I do not mean 
merely that we joined all its main and supplementary bodies, 
gave them our money and ascribed our hand to all their pur- 
poses. | mean we have campaigned to put teeth into UN, we 
have urged the preparation of military agreements and have 
volunteered our share of armed forces; we have formally and 
insistently offered to curb our own sovereignty in the name 
of UN. We have taken some major roles in UN’s hard work 
on things like Atomic Energy, the Palestine problem, Korea. 
We've battled against UN’s procedural frustrations, worked 
for improved rules and regulations. In some of the Economic 
and Social Council’s work our team was said by others to be 
playing a leading role. Why, this small country of ours even 
stuck its neck out so far a year ago as to accept a place on the 
eleven nation Security Council. We knew the Council meant 
grief, meant open exposure of our views, meant an end to 
fence-sitting. But we took it on anyway and gladly — and 
this by a country not without isolationist sentiment and obliged 
in basic principle to remember always that unity at home must 
come before all. The fact is our zeal for UN and the UN ideal 
was supported throughout our nation. 

Well, we know now that the United Nations has not be- 
come the be-all and end-all. The ideal was right but the ideal 
was ahead of our times. May I take a moment or so to show 
you that Canada has not lagged behind in facing up to that 
fact? 


You all know the story of UN’s slow frustration. That story 
led first of all to the signing in Brussels on March 17, 1948, 
of the Treaty of Brussels which lined up Britain, France, 
Belgium, the Netherlands and Luxembourg in a 50-year pact 
against aggression. On that day in our own House of Com- 
mons Mr. King, who was then Prime Minister, termed the 
alliance a step towards peace “which may well be followed 
by other similar steps until there is built up an association of 
all free states willing to accept responsibilities of mutual 
assistance to prevent aggression . . . Canada will play her full 
part.” 

As a matter of fact the movement from there towards a 
Noith Atlantic Treaty was forecast six months before that by 
our then Foreign Minister Mr. St. Laurent in the United 
Nations Assembly in New York in the Fall of 1947. He 
warned then of the likely need of regional pacts and I believe 
he was the first Western statesman to do so. 

Little opposition was raised in Canada to this crusading 
for a North Atlantic Treaty which would commit Canada to 
war against aggression in Europe. Once the Treaty talks 
began we were well promised to the idea. ‘Heaven helps those 
who help themselves,” said our Prime Minister, taking a 
round-the country glance at any tending to hold back and 
pray for peace and Russian understanding. “Anything less than 
a North Atlantic Treaty,” he added, “would give us no real 
hope of maintaining a preponderance of material and moral 
strength on the side of peace.” 

And so Canada signed the Treaty and our Parliament ap- 
proved — unanimously mind you — our long term commit- 
ment to stand by your side and the side of all the Western 
democracies. We, like you, have a constitutional problem 
which means that Parliament will have always to approve our 
going to war. But that is a legal stickler only. There is no 
doubt we will fulfil our obligations under this treaty. We 
had no hesitancy in meeting our obligations to democracy 
the last two times — and then with nary a scrap of treaty. 

Yet I must guard against leaving you the impression that 
Canada has embraced the North Atlantic Treaty as a substi- 
tute for the United Nations. We most certainly have not. 
Canada is uneasy about power politics and is able to enter 
this treaty in spirit and in fact only because it is a buttress to 
UN and manifestly dedicated to UN’s principles. Should it 
ever depart from those principles and become merely the big 
stick our country’s support would lose its unanimity and per- 
haps be withdrawn altogether. 

* * ” 


I’ve been talking about wars and war prevention. Sup- 
pose we examine now whether Canada has been carrying her 
weight in the economic task of helping war-torn Europe. Your 
country has done the giant job in this realm, but perhaps be- 
cause our figures are so small in comparison we've been over- 
looked. 

During the war the Canadian government provided assist- 
ance to its allies to a total amount of four billion six hundred 
million dollars. Of this about one billion four hundred million 
took the form of loans or their equivalent and the balance of 
three billion two hundred million was provided by way of 
gift and Mutual Aid. The latter was to all intents and pur- 
poses the same thing as Lend-Lease. Canada did not receive 
any assistance of this character from the United States. 

Post war assistance for relief and reconstruction of coun- 
tries whose economic position was seriously damaged by the 
war amounted to one billion eight hundred and fifty million 
dollars to the end of 1948. This took the form largely of long 
term loans to the United Kingdom and other European coun- 
tries, but in addition there were certain loans to non-European 
countries and contributions to UNRRA, military relief, spe- 
cial relief funds, and things of that kind. j 
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Let's not bother comparing the economic aid that you and 
we extended during war time. We both did pretty generously 
and I believe about comparably. Besides I am not aware that 
Americans took sly digs at our war effort ; on the contrary, we 
von your praise and loved it. 

But our post-war economic aid to Europe, China and else- 
where has not been generally recognized. In February of 1948 
tor example the Arizona Daily Star wondered editorially why 
Canada should be placed on a sort of international W.P.A. 
by the taxpayers of the United States. Walter Lippmann, I’m 
vlad to say, answered it quite smartly. Mr. Lippmann wrote: 
‘The truth is that man for man, family for family, taxpayer 
for taxpayer, the Canadians have borne a heavier part of the 
hurden of European recovery than we have.’ He gave sta- 
tistics to show that on a per capita basis we had given up to 
that time perhaps twice as much. 

if the Arizona paper had been the only voice raised in this 
manner I’d not have bothered you with it. The criticism 
crops up often. In March 25 of this year — less than two 
months ago—the Miami Herald wondered out loud how 
it was Canada was able to reduce her taxes. After wondering 
it gave its readers this answer: “Canada has not taken on the 
iob of rehabilitating the world. Canada was not the arsenal 
of democracy for World War II ...Canada saves its money, 
hoards its dollars. We give them away by the billions.” 

| don’t know whether Walter Lippmann answered Miami. 
\Ir. Lippmann cannot be expected to care for all our fan mail. 
Sut may I say that our figure of one billion eight hundred 
fifty million dollars of aid for the last three years stands 
beside your contribution of fifteen billion seven hundred mil- 
liondollars in the same period. If we compare by populations we 
should multiply our figure by 12. That would have us giving 
twenty-two billion two hundred million dollars against your 
tifteen billion seven hundred million dollars. [f we compare on 
a basis of national income, which is more logical, Canadian 
tizures should be multiplied by 17 — but let’s not bother. 

I am not happy to appear in this boastful manner. We know 
well that though we are not doing badly comparatively it 
is your aid and your broad-mindedness that is keeping Western 
Europe alive today and helping the United Kingdom through 
its time of dark travail and dull austerity. I have spoken as 
| have only to complete the record, to support some of the 
high-sounding principles of our foreign policy that I may 
have bored you with earlier. For if you want to know about 
Canada’s foreign policy you want to see how it works not 
merely hear how it sounds. 


' 
and 


* * 7 

The North Atlantic Treaty is designed against aggression, 
but we know pretty well that aggression these days is likely to 
come from only one quarter. Similarly, the economic aid your 
country and mine have been sending to Europe has been sent 
not merely to help war-torn countries to rebuild but to assist 
them in their continuing struggle against Communism trom 
within and without. 

You may therefore like to know where our country stands 
with regard to Communism. | quote to you the highest author- 
itv in our land, Prime Minister St. Laurent. He has said: 

‘’Potalitarian communist aggression constitutes a direct 
and immediate threat to every democratic country, including 
Canada. It endangers our freedom and our peace. It puts in 
jeopardy the values and virtues of the civilization of Western 
Christendom of which we are heirs and defenders. We have 
seen fhe Bolshevists create in Russia the most omnipotent 
and pervasive state in history. We have seen them take over 
what was the worst feature of the Czarist regime, the secret 
police, and expand it. The Soviet Government, though pro- 
claimed by Communist parties to be the champion of the 





oppressed, is itself an oppressor on a scale surpassing even 
Nazi Germany. It has demonstrated to us that the goal of 
social justice can never be reached by the Communist methods 
of terror and violence. The things that divide the democratic 
parties of the free nations are as nothing compared with the 
gulf that separates them all from the Communists and the 
regimenting totalitarians.” 

And further, last Armistice Day Mr. St. Laurent declared 
in a nation-wide broadcast: 

“It is no secret that the leaders of the Soviet Union aspire 
to world domination. By demonstrating that the free nations 
are taking the measures necessary to defend themselves and to 
ensure respect for the principles of the UN charter, the free 
nations may well convince the Soviets that it would be 
impossible for them to win a war if they started one. Now no 
one is likely to start a war with the prospect of losing it.”’ 

I think that reveals clearly enough where we stand with 
regard to Communism and with regard to Russia so long as 
she seeks world domination. 


* * . 


And now I round into the last lap of these rather rambling 
remarks on Canada’s foreign policy. But I have saved for it 
two important matters. When I am in England I am asked 
how come Canada is becoming so American and does that 
foretell that we'll leave the British family of nations. When 
I am in the United States I am sometimes asked why we take 
orders from London and pay taxes to the King and shucks 
why don’t we cast off those binding chains and become a 
country of our own — or of yours! 

May | tell you first about our association with Great 
Britain and the other countries of the Commonwealth. 

The Commonwealth of Nations evolved from the British 
Empire by a gradual process during the late 19th and 20th 
centuries. As they grew in strength the larger colonies vig- 
orously asserted their right to self government, which the 
British Government conceded step by step. Yet the more 
independent we became the more devoted we seemed to grow 
to British principles, and the more inspired we became by the 
thought that the Commonwealth team was neither a bad thing 
for its own members nor for the world at large. It meant 
freedom and democracy and rule of law. 

Today the Commonwealth is composed of eight politically 
independent countries: the United Kingdom, Canada, Austra- 
lia, New Zealand, South Africa, India, Pakistan, Ceylon. 
They are bound by no formal agreement but only by ties of 
friendship and common interest. Their relationship was off- 
cially defined in London in 1926 as follows: they are “autono- 
mous communities .. . equal in status, in no way subordinate 
one to another in any aspect of their domestic or foreign affairs, 
though united by a common allegiance to the Crown and freely 
associated as members of the British Commonwealth of Na- 
tions.’ ‘This position was given legal effect in 1931 by the 
Statute of Westminster, drawn up by the countries concerned 
in recognition of the changes that had gradually taken place. 

And since 1931 there have been further “loosenings.” The 
term British Commonwealth has largely given place to Com- 
monwealth of Nations (for who can say India or South Africa 
are British?). Ireland has gone her way into the world, re- 
maining friends but not a commonwealth country. But as one 
country stepped out another has come in, Ceylon having 
assumed full Dominion status and independence. And only 
last month the Commonwealth Prime Ministers assembled in 
London reached unanimous agreement that India could and 
would remain in the Commonwealth though a new and inde- 
pendent republic. India accepted the King as “the symbol of 
the free association of the Commonwealth’s independent mem- 
ber nations and as such the head of the Commonwealth.” Thus 
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the “free and equal” composition of the Commonwealth be- 
comes, if I may be flippant, freer and equaller — and yet 
stronger for that very reason. 

And so, Mr. Chairman, Canada is not “under” the United 
Kingdom. We make our own laws, sign our own treaties. We 
have a Governor General in Canada who represents the King 
on the recommendation of our own Prime Minister. His 
position is one of dignity and influence, he corapletes our par- 
liamentary-crown system of government. But he has no power 
to command and he governs nothing. 

The countries of the Commonwealth are financially inde- 
pendent of one another, cannot be taxed by anybedy else. Our 
trade treaties are made up just as are our trade treaties with 
you — quid pro quo. 

I should like to tidy up these observations on the Common- 
wealth by quoting from a speech made in New York by Hon. 
L. B. Pearson. He is now our Secretary of State for External 
Affairs. Mr. Pearson remarked that: 


“Possibly one reason for the tgnorance which still persists 
about our position is the fact that we achieved our indepen- 
dence without martial drama or drum beating. We won it 
fighting with, not against, the British. The Fathers of our 
country are not Generals on horseback with drawn swords, 
but statesmen in frockcoats with quill pens. Possibly we 
should have arranged a sham battle with the British, had a 
mock capitulation and signed a peace treaty. However, our 
method, though not spectacular, has been effective.” 

In the light of these facts I am sure you will understand 
why — to quote once more from Mr. Pearson — “we have 
the sensitiveness of the debutante about our national appear- 
ance, and are inclined to get somewhat annoyed, if we are told 
that our colonial slip is showing.” 

* * * 


And now what about your country and mine, our peoples 
spread on either side of 3,567 miles of border and living in 
peace — and natural peace — since 1812? Goodness, it is hard 
to move back even for a moment or two to get ourselves in per- 
spective. We’re knit together in sentiment, habit and interest ; 
we laugh together at Bing and Bob and wait together for 
the New York Philharmonic on Sundays; we know about 
Grady and the silo; our hockey teams beat yours to a pulp 
and your baseball teams murder ours; we buy your gadgets 
and you buy our newsprint; your depressions are ours and 
our good times follow yours. 

The total trade that passes over our border exceeds that 
between any other two countries in the world. In 1947 you 
sold us nearly 80 percent of our total imports — two billion 
dollars worth and for cash — and that exceeded your sale to 
the whole of South America, exceeded your exports to the 
United Kingdom, France, Soviet Russia and China combined. 
During the same year you bought from us one billion dollars 
of goods, about 37 percent of our total exports. In 1948 you 
took 50 percent of our exports and sold us 69 percent of our 
imports — the changing volume being partly dictated by the 
foreign exchange situation. Or, if you like to think in terms 
of people rather than goods — 30,000,000 of us cross our 
border each year. But I mustn't persist in these details. They 
are familiar to you. The fact is we are not divided by a border- 
line. 

And yet we are. We are two countries and two countries 
we hope to remain. Canadians do not want to become Ameri- 
cans and Americans have decided they will not extend their 
boundaries on this continent. As President Truman said in 
our own Parliament on June 11, 1947: We “participate on 
the basis of equality and the sovereignty of each is carefully 
respected.” 

But Prime Minister St. Laurent has admitted that the re- 
lationship between a great and powerful nation and its smaller 





neighbor is at best far from simple. It calls for constant and 
imaginative attention on both sides. 

Our policy with regard to the United States, he has said, 
embraces negotiation by arbitration and compromise to settle 
the problems that have arisen between us. It also includes 
our readiness to accept our responsibility as a North American 
nation in enterprises which are for the welfare of this conti- 
nent. We know that peoples who live side by side on the same 
continent cannot disregard each other’s interests. 

I have already touched briefly on our cooperation with you 
in trade, in war effort, in peace-seeking organizations such as 
United Nations and the North Atlantic Treaty. But we share 
two additional and very important common channels of action. 
Back in 1909 the United States and Canada set up an Inter- 
national Joint Commission which has successfully handled 
all border disputes of any type whatever. This Commission 
has been and is still the envy of many countries of the world. 

The success of that Commission was probably in the minds 
of President Roosevelt and Prime Minister King when they 
met in Ogdensburg, August 17, 1940, and announced after 
a friendly talk (and a church service) the establishment of a 
Permanent Joint Board on Defense “‘to consider in the broad 
sense the defense of the north half of the Western hemisphere.” 

That Joint Defense Board went to work in two days and 
has not stopped working. Its war record of cooperation be- 
tween our two countries is known to you. Its peace-time record, 
particularly of close cooperation in our North where your 
people and our people are together against the elements and 
all comers, is a frontier story of color, vigor and accomplish- 
ment. But may I assure you, in the words of one of our great- 
est soldiers — General A. G. L. McNaughton — what a 
peaceful law-abiding Defense Board this is: 

“The Permanent Joint Board is not a combined staff and 
likewise in its national sections it is not a rival to the Military 
Staffs in Washington or in Ottawa. Its strength for its special 
task lies in the fact that it has not been clothed with any execu- 
tive responsibility. It cannot order anything, but it can sug- 
gest what needs to be done. The Board has the duty to con- 
stantly review the situation and if any of its suggestions have 
not been acted upon it can draw this situation to the attention 
of the President and the Prime Minister. In practice this has 
proved to be ample authority.” 

Now the great thing about that kind of cooperation is that 
it does not require danger or crisis. Our countries work to- 
gether in peace as in war. The Permanent Joint Defense 
Board was called “Permanent” deliberately. And on Febru- 
ary 12, 1947, our Prime Minister and your Secretary of State 
announced not only that the Board was to continue its work 
but that agreement had been reached for cooperation in defense 
policies as set forth in the following principles: 

1.—Interchange of selected individuals so as to increase 
the familiarity of each country’s defense establishment with 
that of the other country. 


2.—General cooperation and exchange of observers in con- 
nection with exercises and with the development and tests of 
material of common interest. 


3.—Encouragement of common designs and standards in 
arms, equipment, organization, methods of training and new 
developments. (As certain United Kingdom standards have 
long been in use in Canada, no radical change is contemplated 
or practicable and the application of this principle will be 
gradual.) 

4.—Mutual and reciprocal availability of military, naval 
and air facilities in each country; this principle to be applied 
as may be agreed in specific instances. Reciprocally each coun- 
try will continue to provide, with a minimum of formality, 
for the transit through its territory and its territorial waters 
of military aircraft and public vessels of the other country. 
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5.—As an underlying principle all cooperative arrange- 
ments will be without impairment of the control of either 
country over all activities in its territory. 

I imagine that this official outline of the principles of co- 
operation will impress you as being comprehensive not only in 
what it embraces but elastic in the freedom granted to either 
country to raise virtually any defense matter it wishes for 
common consideration. 

* * 7 


Now | have told you about Canada’s foreign policy with 
regard to the Commonwealth and to the United States. Do 
you still think there is an unnatural division of our sentiment 
and well-being? We do not. We do not think so at all. We 
like you both and we need you both and, moreover, we 
believe the world needs you both and needs you both together. 
Our ideals and your ideals and the ideals of the peoples of 
the Commonwealth are scarcely more different than need be 
the beliefs and aspirations of the people on either side of the 
centre aisle of a church. We’re going along together, and — 


Pay-as-you-go 


let us remember and be proud of this too — we are not going 
along together exclusively. We are all three for the United 
Nations and its principles. Who shares these principles is 
our ally. 

*“* * 


This is surely the place for me to close this account of 
Canada’s foreign policy. For though I have just summed up 
my references to the United States and the Commonwealth it 
stands naturally, or so it seems to me, as the summary to all 
I have been trying to tell you. Canada’s foreign policy is in 
short that she should try to do her just bit for the common 
good and peace of her own people and all the people of the 
world, and that in doing so she remember particularly those 
who think with her and have stood by her and whom she is 
proud to stand beside. This puts us very close to you and to 
the Commonwealth and to the ideal and organization of the 
United Nations and North Atlantic Treaty. We hope and 
believe that if we all stand close together we will all stand in 
peace. 
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Y name is L. M. Evans. I am President of Elliott 

& Evans, Inc., distributors of household appliances, 

Cleveland, Ohio. I am a Trustee of the National 
Small Business Men’s Association. I suggest, gentlemen, 
that betore serious consideration is given to broadening the 
base of social security coverage and increasing benefits there 
are at least two basic fundamental factors which should be 
examined very carefully. First, will our economy stand the 
strain of the additional tax load and second, how much 
actual security is there in the so-called social security we 
have now? 

I don’t see how anyone who has any knowledge of history 
and economics can fail to realize that additional taxes added 
to the tremendous tax load the American people are now 
carrying could very easily break the back of our economy and 
cause this nation to fail just as dozens of other nations 
throughout the world have right down through the years 
since the beginning of recorded history because the tax load 
became so heavy the people could not carry it. 

‘Taxes in the United States have increased 1,500% in the 
past thirty years. Taxes—federal, state and local—now take 
approximately 30% of our national income. This means 
that on the average, everyone in the country works for the 
government fifteen weeks out of every 52 weeks to pay his 
share of the taxes. I ask in all seriousness how much further 
can this before our entire economy is completely 
paralyzed ? 

A bankrupt government doesn’t pay sickness, accident, old 
age, or any other kind of benefits, no matter how much 
money the people may have paid into a “social security” 
fund. 

On April 1, 1949, DeWitt Emery, President of the 
National Small Business Men’s Association wrote to Arthur 
J. Altmeyer, Commissioner of the Social Security Adminis- 
tration as follows: 


cy 
LO 


“Ny attention has been called to your recent statement 
to the effect that the old age and survivors insurance fund 
is seven billions in the hole. I assume this means that the 


the Ways and Means Committee, House of Representatives, Washington, D. C., April 27, 1949 


fund is this amount short of what it would have been 
under the original ‘full reserve’ plan. Is that correct? If 
not, on what did you base your statement? 

“As I understand it, it was originally contemplated that 
the reserve fund would ultimately amount to fifty billion, 
all of which would be invested in government bonds pay- 
ing interest of three percent per annum. Also, it was esti- 
mated that the interest of $1,500,000,000 per year on these 
bonds plus current income from payroll deductions would 
carry the payment of all benefits without it ever being 
necessary to use any of the principal in the reserve fund. 

“What I'd like to know is what difference is there be- 
tween an annual payment from the general fund of the 
Treasury of $1,500,000,000 as interest on reserve fund 
bonds and an annual payment of the same amount from 
the same source as a direct appropriation to the old age 
benefits fund? 

“Certainly it’s the same number of dollars either way 
and just as certainly it wouldn’t be any more of a strain 
on the taxpayers to furnish this money to pay interest on 
reserve fund bonds than it would to furnish the billion 
and a half as direct appropriation. If this is true, then 
what value does the reserve fund have so far as the bene- 
ficiaries of the fund are concerned ? 


“You may say that if it ever became necessary to do so, 
some of the reserve fund bonds could be converted into 
cash and this cash used to pay benefits. That’s true, but 
where would the money come from to cash the bonds? 
There are only two possible sources, aren’t there, from a 
surplus in the general fund of the Treasury or from a levy 
on all taxpayers, including those who had social security 
taxes deducted from their pay checks. If this is true, then 
here again what difference does it make to the taxpayers 
whether the extra taxes they have to pay are used to cash 
bonds or the money is paid directly to the old age benefits 
fund? 

“It seems to me that the only reason for setting up the 
reserve fund was to provide a plausible reason to get addi- 
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tional funds in a more or less painless manner to use year 
after year in paying the current operating expenses of the 
government. I may be all wet on this and if I am, I hope 
you will straighten me out.” 


If Mr. Emery’s analysis is correct, Dr. Altmeyer did not 
answer his letter, then actually the only security there is in 
the present social security set-up for those who are paying 
their money to secure old age and survivor benefits is that 
they have a mortgage on taxes to be collected at some future 
date. 


If the present method of operating social security is con- 
tinued and rates are increased, the net effect would not be 
to provide more security for those now covered or security 
for more people if the base is broadened, but would rather 
be to furnish additional funds for the bureaucrats to spend 
on the day-to-day operation of the federal government and 
to increase the amount of the mortgage to be paid off at 
some future date by all of those who then pay taxes. 

There, of course, wouldn’t be much point in my being 
here today and raising these questions unless I had a sug- 
gestion to make which would correct the situation and take 
the subterfuge out of the use of social security funds. I have 
such a suggestion. Here it it: 


1. Stop spending social security funds to pay current 
operating expenses of our federal government. 

2. Have the Social Security Board return for cancellation 
the government bonds it now holds, thereby reducing 
the national debt by an amount equal to the total face 
value of these bonds. 

3. Establish a cash reserve fund which would vary from 
a low of three hundred million to a high of one billion 
two hundred million—or between whatever limits con- 
gressional experts find is most advantageous. 


4. Establish a veritable rate of payroll deduction of not 
less than one-half of one percent nor more than three 
percent on the first three thousand of the annual earn- 
ings of the individual with a matching contribution 
from employers. 

5. Set up a social security rate committee, the members 
of this committee being the combined membership of 
the Ways and Means Committee of the House and the 
Finance Committee of the Senate, this committee to 
meet on the first Wednesday of November each year 
to set the rate of payroll deduction for the calendar 
year starting on the following January 1. 

6. The rate of committee would vary the rate of payroll 
deduction up or down as necessary within the pre- 
scribed limits so as to provide operating funds and 


funds for benefit payments and to maintain the cash 
reserve fund within the limits prescribed for it. 


7. If, as and when operating expenses and benefit pay- 
ments exceed the amount brought into the social secur- 
ity fund by the maximum rate of payroll deduction, 
then the necessary additional funds shall be provided 
from the general fund of the Treasury up an an annual 
total of one billion five hundred million dollars. In the 
event that expenses and payrnents require more than 
the funds provided in this manner, then expenses and 
payments shall be reduced in whatever manner may be 
prescribed by the rate committee to keep the total 
annual expenditure within this limit, full payments 
being resumed whenever the rate committee finds re- 
sumption is practical. 


That, gentlemen, is a brief outline of my suggestion. I 
realize that if it is adopted, in order to make up for the 
social security funds now being spent by the Treasury on 
current operating expeises, either one of two things would 
have to be done: expenses of the federal government would 
have to be reduced by this amount—I’m 1,000% for that— 
or additional taxes would have to be levied, and I’m for that 
if it’s necessary if for no other reason than to limit the use 
of social security funds to social security purposes. It’s away 
past time for the government to employ the same type of fair 
dealing and honesty in its operation that it requires from the 
citizens of this country in their operations. 

There are many and great advantages in the plan covered 
by my suggestion, not the least of which is that setting a top 
limit for expenses and benefits eliminates the possibility of the 
social security burden some day becoming so heavy that it 
would bankrupt the country. And this provision is also valu- 
able to those entitled to receive old age and survivor benefits 
because if the extreme circumstances under which the top 
limit would be brought into operation should develop, a 
reduced benefit payment would certainly be much better for 
them than no payment at all. 

I’m not going to attempt to discuss all of the ramifica- 
tions of this suggestion. Frankly, I’m not nearly smart 
enough to foresee everything which may develop under its 
operation. I believe the basic idea behind this plan is sound, 
that the plan is far more practical than the present set-up, 
that its three main provisions, (1) using social security funds 
only for social security purposes, (2) varying the rate of 
payroll deduction to take care of current requirements, and 
(3) putting a top limit on over-all cost, are all very much 
worthwhile, and I submit the plan as being worthy of your 
careful and serious consideration. I appreciate your giving 
me an opportunity to present my ideas on this most im- 
portant matter. 


Human Relations in Industry 


TEN BASIC AREAS FOR DEVELOPMENT 
By E. W. PRYOR, Publisher of “Your Human Relations” and President of Public Relations, Inc. 
Delivered before the Annual Convention of the American Association of Industrial Editors, Cincinnati, Ohio, March 11, 1949 


I, 
ATURALLY I am happy about the theme of to- 
day’s discussion, ““What Makes America Great?” 
American genius has made America great. Through 
a century of roaring progress, American Genius has swept 
forward from the pony express to television and atomic heat. 


Today this genius is turning literally from the physical, 
technical and scientific aspects of machinery to the most 
complex of all machinery, PEOPLE.—The mechanism of 
people, of group and mass opinion. 

Our people, after having long been careless about organ- 
ized attack, individually and collectively have let themselves 














































SPE INT SOBEL ITS 
: ~ --- : 








uta! 


eh ae a a oe 





510 


Vital Speeches of the Day 





become frustrated. Certain of our traditional American 
qualities have become temporarily suppressed. . . . Creative 
spirit, character, courage, adaptability and initiative which 
have brought to American Democracy power and wealth, 
are not dead. They will return; they will come back strong 
and clear, as soon as we apply to our human economic prob- 
lem the same restless, resourceful, analytical energies which 
in the field of machine production have topped the world 
living standards. We shall then surge forward as a people 
to heights unimagined. ‘The moral to this experience that 
we have gone through, and are still going through, is this: 
Not to rush ahead with mere physical things which make 
machines “go,”’ without a corresponding growth in those 
psychological techniques that make people “go.” Yes that 
make people “go”! 

Now what makes them Go? What makes them think? To 
these two questions, we must find the answer. Under a 
democracy, what the people think and feel shapes the nations 
destiny. How can we measure, classify, understand, what 
peeple think? Is it their income, occupation, nationality, 
religion, sex, or just plain hunch? Remember, in our Democ- 
racy its the number of votes that count. 

The field of human relations tackles this problem of why 
and how people think and feel as they do. Public Relations 
leaders recognize this. They know that economic problems 
can be solved only by adjusting individuals and groups to 
one another. Such adjustments require wide, practical knowl- 
edve of the instinctive, emotional, mental and moral factors 
which dominate individuals and groups. We must learn how 
to interpret economic relationships in man-to-man terms. 
We must strive to promote the growth of the human sciences 
as they relate to business integrity and political morality, 
make them harmonize with our educational, business and 
political processes, so that constructive use may be the reward 
to those practical idealists who have put this philosophy to 
work in industries, institutions and communities. History 
shows us that certain words and phrases can swing mass 
opinion to right or left. The power of Public Relations, 
(;OOD or BAD, for a company, product or service is well 
known. Many outstanding projects in idea dissemination go 
unregistered, uncriticised and unsung. Thus our culture is 
in danger. Truths must be disseminated to people. 

The people are ready. It is information they want and 
should have mow. It is information they need. As we change 
from products to people we must equip ourselves to anticipate 
public attitudes; with foresight, not hindsight. As we move 
from a world of things into this new world of attitudes, 
major issues must be made crystal clear. A Nation can’t 
function successfully, any more than an individual, without 
intelligent freedom of thought, feeling and action. These 
treedoms just can’t become realities without the knowledge 
of what makes them. Experience, education, desire, heredity, 
all manitest themselves in attitudes, good or bad. Attitudes 
of selfishness or generosity, sincerity or trickery, belief or 
disbelief —they measure a man or woman, a nation, or a 
race. ‘They must be set straight. 

Human Relations is wide ranging, complex yet amazingly 
simple. Living and breathing . . . they touch the lives of all 
of us. Some who understand them well would call them an 
art, others a science. Not long ago, a leading manufacturer 
said, “Many concerns would try to improve their human 
relations if they only knew how to go about it.” There you 
have the key phrase; “If they only knew how.” Seeing the 
need tor action, management wants to find out what others 
have done when faced with similar problems. In factories, 
stores and offices, in schools and churches, on playgrounds, 
wherever people get together, the human equation can pre- 
sent a daily—even an hourly puzzle. Some problems, 


originally encountered in the school of hard knocks, are now 
being made the subject of clinical study. It is natural then 
that our explorers of today’s attitudes, these new pioneers, 
will turn from mechanical gadgets to the most complex 
machinery of all,—people, mass, and group opinion. Think- 
ers, dealing with hearts, minds and souls, speaking to people 
scientific truths about attitudes will create real true honest 
and stalwart citizens in our economy when opinion is 
moulded on this basis. 

The responsibility of these new leaders is a challenge to 
personal and corporate morality, events today have become 
too transparent for them to become victims of false ideologies, 
whitewash, monoply, cartels and power politics. Education 
to them takes on a new meaning as they integrate the proc- 
esses and correlate the results. The leaders of the past, as 
you can readily see, will not be the leaders of the future. 

The answer to world problems, National, State, Industrial, 
Community, social and economic, labor racial, religious, 
educational and scientific will not be solved by another 
war or an atomic bomb, nor by bacteria, or a secret ray. 
Nothing that is destructive to humanity will solve the prob- 
lems of mankind. The only possible solution to our present 
day problems are in the relationships, Human, Public and 
Cultural. The unused moral energies of people must be 
tapped. They will be tapped, by the new attitude-thinkers 
and good-will leaders of today and tomorrow. A new 
philosophy has been born and is being established. Blue- 
prints, charts and patterns are being set up as our new ego 
unfolds. They now know and we have found it out too, 
that in dealing with hearts and souls you have to deal with 
scientific truths, facts and case histories. With this back- 
ground we explore Human Relations as industry’s newest 
of assets. From a Human, Public and Cultural Relations 
point of view a company can now judge, analyze, diagnose 
or evaluate the condition it’s company is in from the human 
relations asset point of view. This highly intangible and 
heretofore nebulously called a “psychological” thing becomes 
a practical and bankable tangible thing, the intelligent han- 
dling of which solves many of managements knotty prob- 
lems in the office, home, factory and community. 


* * . . * 
How to Ser THis New KNowLepGe To Work 
IN DEALING WITH THE SUBJECT OF HUMAN 
RELATIONSHIPS ONE NEEDS LATITUDE AND 
LONGITUDE. 

HUMAN RELATIONS IS LIKE MERCURY—IT’S 
ALL OVER THE LOT AND DIFFICULT TO HAR- 
NESS. BUT IT MUST HAVE A START somewhere. 
IT MUST BE TREATED KINDLY TOO. SO LET’S 
START WITH 10 BASIC AREAS UNDER WHICH 
EVERYTHING CAN BE CLASSIFIED. WE WILL 
CALL THEM Labor, Government, Industry, Education, 
The Nations, Recreation, Economics, Religion, Race Rela- 
tions and Science. 

Management has from a human, public and cultural re- 
lations point of view: 


3 obligations 

5 objectives 

and many problems 

The three obligations that management has to do justice 
to are: 

First, the Stockholders 

Second, the Employees 

Third, the Customers 


Management’s five objectives are so basic that when a 
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company gets off the beam in any one of them something 
inevitably goes wrong. 

I am sure you are familiar with these five objectives. The 
first is to be a good company in the community. Everything 
begins and ends in the community. There was a saying 
once that—‘‘One stalwart soul in every community would 
actually redeem the world.” This could be “one stalwart 
company.” 

Second, T’o be a good company to work for. A company 
must create an atmosphere, and an environment to make 
workers happy. It must give economic and sound benefits 
to its industrial family. 

Third, To be a good company to buy from. Whether it 
sells to the capital goods field or the mass volume merchan- 
dise field through jobbers, dealers, retailers or direct to 
consumer. 

Fourth, To be a good company to sell to. A company 
must have an efficient purchasing department: courteous per- 
sonnel and good credit standing. 

Last, but perhaps most important, is Number 5. To be a 
good company to invest in. But it can’t be a good company 
to invest in unless it has done a good job covering 1, 2, 3 
and 4. 

Now in order for Management to attain these five ob- 
jectives it is confronted with many problems. World prob- 
lems, international problems are industry's problems. There 
is only one solution to these. The solution is not bullets 
and bloodshed. 

World problems will be solved by you and me, the people 
who work and live in the community . . . our neighbors. 
The eggs are all in the same basket. Only these interna- 
tional eggs are now atomic eggs. And God help the coun- 
try, nation or community that drops her end of the basket. 

Now how can the industrial editor apply himself, in the 
interest of management, toward establishing a good will in 
the community and the home of all the workers who receive 
his company’s magazine? 

It is his job and duty to his company and community to 
determine from his superior what the company policy is in 
regard to how he should handle the 10 human relations 
areas I have named. 

These are the areas where all problems of management 
will be solved. 

I am sure that many editors here today sit in on policy 
meetings and various other problem clinics, as well as Labor- 
Management Committee Meetings. 

The industrial editor can be industry’s greatest asset. He 
can cooperate with management in strengthening its Human 
Relations program. He can say what is to be said. He can 
interpret his company’s objectives to his readers. He can 
make his magazine a place where the company family talk 
it over. The industrial editor can be the company oracle— 
anywhere, anytime. 

Because community relations is self-government under 
Democratic processes, Government is our first area. 

Too many companies overlook the communities in which 
they live. They have taken for granted that what happens 
in the factory is of no interest to the community; that com- 
munity affairs are no concern of management. 

This aloof attitude has often caused community resent- 
ment and thereby depressed morale in the factory where 
people of the community work. 

Thus the success or failure of a company’s industrial rela- 
tions depends upon its community relations. The two parts 
of the same problem. 

All groups are interdependent and interactive. Whether 
economic, religious, political, racial or occupational. Each 
worker is a member of several such groups. 









Often two or more persons have a common interest in 
one group, while thev are at loggerheads in another. We 
must put personal opinion on the same competitive basis as 
we have put the company product or service. 

Our second human relations area is INDUSTRY. I 
don’t have to say anything to you regarding this field. You 
are industry. However, in industrial human relations, one 
man emerges who is worthy of special attention: The fore- 
man, 

The foreman should have the human touch because he is 
the boss of a group of men. He is a manager of men. 

He must find ways and means to arouse the interest of 
his workers in the task they are doing. He must show an 
interest in them personally; tell them the reason for doing 
the job; tell them what the end-use of the product is. 

This can be suggested to the worker by the industrial 
editor, thus motivating the worker into asking questions of 
his foreman. 

Human relations is a two-way street. Foremen are lead- 
ers. Many of them participate in community activities. 
You, Mr. Editor, can give the foremen and all other em- 
ployees who are community minded, recognition at every 
opportunity. They are doing a good human relations job 
for the company! Let them know about it! 

Our third area is LABOR. 

A survey was conducted some time ago which showed 
that 70% of industrial workers in America were unhappy 
at their task! It also showed that 85% of professional peo- 
ple and managerial people were happy! 

When talking about Labor I cannot refrain from quoting 
Kermit Eby who said, on the American United Radio pro- 
gram last year: 

“We of the C.I.O. believe that human values are tran- 
scendent over any other values and that people that work 
in plants are the most important consideration in the judg- 
ments that determine production. We found out that pro- 
duction increased in proportion to the degree of cooperation. 
I suppose what we found out was that if we apply the 
golden rule, we will get more Spam at Hormel and more 
Studebakers at Studebaker!” 

Arbitration probably plays the most impressive role in 
Labor from the human relations point of view. The suc- 
cesses of the remarkable stories of arbitration cannot be told 
in detail. 

They are legion, however. The American Arbitration 
Association alone has settled over 27,000 disputes behind 
which may be found case histories representing one of the 
most fascinating chapters in American life. 

Arbitration gives people dignity and privacy in the settle- 
ment of their differences. It is direct, thorough and final. 
It is good human relations. It is the American way. 

Our fourth human relations areaj EDUCATION, can 
be only one thing: The art of inspiring and satisfying the 
instinctive desire for knowledge. 

It has often been said that the intelligence of the worker 
must not be underestimated. ‘The worker is intelligent. He 
wants to know what is going on in his company. He wants 
to know about profits. Many of the Companies represented 
here today are making up special annual reports for em- 
ployees . . . in words and figures they can understand. 

If workers are misinformed about their company’s earn- 
ings, the fault lies only in one place—with Management. 
The information is there. All management has to do is 
pass it down... through the house magazine! 

Industrial editors can also cooperate with educators to 
teach workers our free competitive enterprise system. As 
George Washington Hill used to say: Repeat! Repeat ! 
Repeat! 
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The fifth area in human relations is RACIAL RELA- 
TIONS. 

Will Rogers once said: “I never knew a man I didn’t 
like.” 

And that’s a lesson that was brought home by a wise 
school teacher recently. She had noticed that her pupils did 
not take to some children in the community who were of a 
particular nationality. When she asked them why this was 
so, they pointed out that the children were lazy and dirty. 
Some said they had no reason. They just plain didn’t like 
them! 

Determined to do something about it, the teacher invited 
the children over from one of their own schools and asked 
them to spend the whole day with her class. 

When the young visitors got there, the atmosphere was at 
first strained. The American children were a little disdain- 
ful of their new playmates. 

But soon a baseball game was started on the diamond and 
the Americans were astounded to see how well their guests 
handled themselves. 

From thereon, human relations came thick and fast and 
the teacher noticed a complete reversal of feeling. As the 
little visitors were leaving, one of the boys turned to her 
and said: “Today, for the first time, I feel that I’m an 
American.” 

These problems cannot be ignored. They are close to 
industry—in every community. 

Our sixth area is RELIGION. 

One quotation will serve to illustrate human relations in 


this field: 


“Tf you could get religion like a Baptist 
Experience it like a Methodist 

Be loyal to it like a Catholic 

Sacrifice for it like a Jew 

Be proud of it like an Episcopalian 

Pay for it like a Presbyterian 

And enjoy it like a Negro 

What a great religion you would have.” 


Monsignor Fulton Sheean’s philosophy can very well be 
your gospel, Mr. Editor. 

Now, we come to ECONOMICS, our seventh area. The 
human factor in economics is a living vital factor in the 
success of any economic structure. The more that workers 
know of company, community and national economics, the 
better job YOU are doing. You can show the worker the 
relationship between his personal economics and his com- 
pany’s economics. Show him what makes the company 
TICK. 

Have any of you heard of Joseph Zipotas? Joe recently 
received a 25-year service pin. Because a 25-year man 
ought to know his Company well, the Company Editor 
spent two hours interviewing Joe to see how well he did 
know it. 

This is what Joseph Zipotas did not know: The year his 
company was founded; the number of plants in the Com- 
pany; more than two of the Company’s products which ex- 
ceeded 200; the name of his Company’s president; the 
location of the Company’s headquarters; the source of a 
single raw material; either the operation which preceded 
his own or which followed it; what free enterprise is. 

But this is what Joseph Zipotas did know: The name of 
his union and the number of his local; names of two col- 
umnists on his union paper; names of three out of five of 
his union officers; four direct union benefits; a definition of 
collective bargaining: “It’s what the union uses to get things 
for the working man.” 

Our eighth area is SCIENCE. 


We have reached the top in the physical sciences. These 
Positive sciences are often called material. The human sci- 
ences, however, are a group of studies that will one day 
really answer our problems. 

Here is where the industrial editor will have a lot of 
fun interpreting the two. One of the most interesting jobs 
that you Editors have is telling the story of your Company’s 
technological progress. 

Now you are faced with doing the same thing in the 
human sciences. Your job will be more difficult. You will 
find yourself writing about psychology. About opthomology. 
About aptitude testing. About color engineering. 

Just think of the advancement that has been made in 
these fields of late. Production increased; absenteeism re- 
duced; less accident hazards; more efficiency; less fatigue; 
a healthier and happier worker and a better balance on the 
other side of the annual report. 

Our ninth area is RECREATION. 

Entertainment is an asset. But, like everything else it is 
often overdone. There are many things that can be linked 
up with entertainment. It can be the means of integrating 
many individual problems toward a harmony that could 
not be solved otherwise. A check list covering recreation 
opportunities in the community as well as in the company 
would do much to improve a company’s Human Relations 
program. 

Our last area, the NATIONS is a big one. It covers all 
the territory behind the iron curtain and then some. Inter- 
national human relations today are tough going. However, 
I can see one happy solution. 

Bombard Russia with one million Sears, Roebuck Cata- 
logues and two million Emily Post Blue Books! 

Thank you. 
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